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LETTER OF TRANSMITTAL 





CONGRESS OF THE UNITED STATES, 
JoInT CoMMITTEE ON DerenseE Propuctrion, 
October 20, 1953. 
The honorable the Presipent or THE SENATE. 
The honorable the SPEAKER OF THE House or REPRESENTATIVES. 

In accordance with section 712 (b) of the Defense Production Act 
of 1950, as amended by the Defense Production Act amendments of 
1951, 1952, and 1953, there is transmitted herewith the third annual 
report of the Joint Committee on Defense Production together with 
a report from each department or agency performing functions under 
the Defense Production Act, as amended. 

Homer E. Carenarr, Chairman, 
Rautpu A. Gampsir, Vice Chairman. 





THIRD ANNUAL REPORT OF THE ACTIVITIES OF THE JOINT 
COMMITTEE ON DEFENSE PRODUCTION 


IN PTRODUCTION 


The Joint Committee on Defense Production was first established 
under authority of section 712 of the Defense Production Act of 1950, 
und has been continued each successive year under authority of the 
Defense Production Act amendments of 1951, 1952, and 1953. The 
committee is composed of 10 members as follows: (1) Five members 
who are members of the Committee on Banking and Currency of the 
Senate; 3 from the majority and 2 from the minority party. (2) Five 
members who are members of the Committee on Banking and Cur- 
rency of the House of Representatives; 3 from the majority and 2 
from the minority purty. It is the function of the Joint Committee 
on Defense Production to make a continuous study of the prog’ams 
authorized by the Defense Production Act, as amended, and to review 
the progress achieved in the execution and administration of such 
programs. The objective continues to be one of providing for our 
national defense and our national security. The committee advises 
with the officials charged with the administration of the act, receives 
periodic reports from all departments or agencies performing fune- 
tions under the act, and has requested that the committee be advised 
of any problem or proposed policy in advance of action materially 
affecting the mobilization program. 


Present Status or Derense Propucrion ProGgRam 


The appropriation of funds for military procurement and construe 
tion since Korea, including about $7.1 billion in e arryover funds at the 
time of Korea, amounts to approximately $145.1 billion. The amount 
of $65.1 billion had been delivered as of June 30, 1953, with $51.2 
billion on order. Total deliveries of military construc tion and equip- 
ment for the fiscal year 1953 was approximately $32.3 billion, in com- 
parison with $23.8 billion for the fiscal year 194 2, al $9 billion for 
the fiscal year 1951. The deliveries in June 1953 were at the rate of $3 
biJlion per month. 

Strategic and critical materials in the stockpile at midyear 1953 
were valued at $4,184,307,550. Materials delivered to the stockpile for 
the first half of the year 1953 amounted to $421,462,950, in comparison 
with deliveries of $438,000,000 for the previous 6-month period. 
Stockpile objectives amount to a total of 87,167,084,716. The value of 
materials in inventory and under contract represent 79 percent of the 
total dollar value of the program. At midyear 1953 the stoc kpile in- 
ventory averaged 58.38 percent of the objective. 

There is a total of 76 materials in the stockpile program (inelud- 
ing 2 classifications of diamonds). On 23 of the materials the goals 
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have been reached. On 9 additional materials the goals are more than 
90-percent complete. There are 20 materials on which the goals are 
from 50 to 90 percent complete. This leaves a total of 24 materials 
on which the goals are less than 50-percent complete. 

At midyear 1952 more than 100 materials were listed as being in 
short supply on the list of basic materials and alternates by the De- 
fense Production Administration. By the middle of February 1953 
the list had been reduced to 57 mater ials. The latest design: ition of 
scarce materials, issued by the National Production Authority, con- 
tains only six materials. These are diamond-grinding wheels and the 
alloying materials, chromium, cobalt, columbium- tantalum, molyb 
denum, and nickel. 

Effective as of November 1, 1953. titanium will be the only metal 
subject to end-use limitation. Certain forms of steel (including nickel 
stainless steel), copper, and aluminum are being allocated under the 
defense materials system, which provides for set-asides for military 
and atomic energy, but not for civilian uses. On October 5, 1953 . the 
Secretary of Commerce, with the approval of the Director of ua Office 
of Defense Mobilization, directed BDSA to revoke its controls over the 
distribution of nickel in the civilian economy, effective November 1. 
1953. BDSA states that adequate provision is made to insure all 
nickel] requirements of the military services and the Atomic Energy 
Commission will be fully safeguarded through the defense materials 
system, and stockpile requirements will be filled through procurement 
contracts. 

Your committee previously reported that high-heat ferroallovs 
materials of critical importance to the production of key items such as 
jet engines—would perhaps be the most difficult of remaining material] 
problems. There has been some improvement in each of the ferro- 
alloys. The Office of Defense Mobilization reports that there has 
been a fair degree of improvement for approximately one-half of the 
ferroalloy group, but that there is still a long way to go toward cur 
rent objectives for the remaining one-half of the group. Although 
there have been some significant accomplishments in reducing military 
and commercial requirements for alloving metals, our technology in 
military equipment tends to move toward higher speeds and higher 
temperatures which result in growing requirements for heat-resistant 
alloys. Furthermore, current objectives may be materially affected 
by the upcoming new look at military requirements by the Joint Chiefs 
of Staff. 

All international allocations of materials have now been discon- 
tinued. The International Materials Conference was created early in 
1951 to examine the critical situation that existed internationally in 
essential raw materials with the view of preparing remedial measures. 
The organization consisted of seven commodity committees and a cen- 
tral group. By February 1952 there were four remaining committees. 
These four committees were concerned with (1) copper-lead-zine, (2) 
manganese-nickel-cobalt, (3) sulfur, and (4) tungsten- hain 
On February 28, 1953, : alloc ‘ations by the International Materials Con- 
ference were eliminated for all but two materials—nickel and molyb- 
denum. Effective as of the end of September 1953, all international 
allocations of materials were discontinued. 

Steel has now reached a production « capac itv rate of 120 million 
tons per vear, with an objective of 124.3 million tons per year. In 
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the third quarter 1952 aluminum was being produced at the rate of 
993,600 tons per year. In the third quarter of 1953 aluminum was 
being produced at the rate of 1,400,000 tons per year, with an objec- 
tive of 1,600,700 tons per year for 1954. 

National private plants and equipment expenditures have been 
stepped up from a preemergency period rate of approximately $19 bil- 
lion annually to approxim: itely $26 billion annually for 1951-52, with 
current surveys indicating an increase to $27.8 billion for 1953. Ex 
pansions have been accomplished with minor public-fund expendi- 
tures, in contrast with the World War II expansion when public funds 
were used for more than 70 percent of plant expansion. 

The machine-tool program has greatly improved during the past 
year in regard to supply and demand. The ratio of unfilled machine- 
tool orders to the demonstrated production rate has shown a steady 
decline. In January 1952 there was a backlog of 18.1 months, in 
September 1952 a backlog of 12 months, and in July 1953 a backlog 
of 7.4 months. 

The revised power expansion goal, established by the Defense Pro- 
duction Administration in August 1952, calling for the installation 
of 41 million kilowatts of new generating capability by the end of 
1955, is still in effect. Attainment of this goal would increase the 
national generating capability from 75 million kilowatts at the end 
of 1951 to 116 million kilowatts by the end of 1955. Actual 1952 
installations were 6.5 million kilowatts, one-half million kilowatts 
short of the 1952 goal. DEPA has estimated that new installations 
will add 9.5 million kilowatts of generating capability in 1953, one- 
half million kilowatts short of the 1953 goal. DEPA reports that as 
of June 1953 manufacturers’ order boards did not reflect sufficient 
orders to fulfill the 1955 program. It is as true today as 1 year ago 
that industrial production must be backed by an adequate and un- 
failing supply of electric power. 

Total employment for the past year ave pears nearly 62 million, 
about 600,000 more than in the preceding year. U nemployment con- 
tinued downward to average 1.6 million. The ‘peaks in the past year 
represent alltime employment highs. Nonagricultural employme nt 
increased nearly 1.1 million, and farm employment continued its long 
term downtrend with an average loss for the year of about 400,000 
below the preceding year. The Federal Reserve Board index of total 
industrial production rose to an average of 231.4 percent of the 1935-39 
base. The past year was the highest year of industrial siresledaimn on 
record except for the single wartime year 1943. Numerous occu- 
pational shortages continued, but it appears that the size of the short 
ages and the number of occupations involved began to decline. The 
Department of Labor reports that employers required many more 
highly skilled and technical workers than could be readily found, 
with demands concentrating in such trades as machinists, toolmakers 
diesinkers and setters. There were substantial numbers of unfilled 
jobs for various types of engineers. 

The discontinuance of price control was an important economic 
factor. The predictions that there would be a rapid price rise hav: 
not materialized. The increase in the consumers price level ant 
August 1952 to August 1953 has been from 114.3 percent of the 1947-49 
base to 115 percent, or an increase of seven-tenths of 1 percent. 
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The consumer price level has remained fairly stable, although there 
has been a serious dislocation between raw material prices and the 
price ot goods at the consumer level. The dislocation is revealed by 
the following tabulations of consumer prices, raw material prices and 
hourly wages. 

; CONSUMER PRICES 


[1947-49 as 100) 


Percentage 


1950, June | 1951, vear 1952, July 1953, July Fuly 1952 
July 1953 
All iter 101.8 111.0 114.1 114.7 +0. 5 
A pparel 96.5 106.9 105.3 104. 4 9 
Food 100. £ 112.6 116.3 113.8 2.2 
Rent 108. 7 113.1 117.9 123.8 +5 0 
Fuel 107. 6 116.4 118. 6 123. 7 +4.3 
Electricit 102. 7 103. 1 104. 2 106, 4 +2.1 
House furnishings 97.4 111.2 107.6 108. 1 +4 
M ; 103. 7 109. 7 116.0 118.3 1.9 
WEEKLY WHOLESALE PRICES 
All commodit 100. 2 114.8 111.8 110.4 1.3 
Farm product 94.5 113.4 110. 2 97.2 11.8 
Proc ed food 96.8 111.4 110.0 104, 4 5.1 
Industrial 102. 2 115.9 112. 5 114.5 $1.7 
PRIMARY RAW MATERIAL PRICES 
Index 22 raw material 97 11 3.9 88 8.9 
Food stuff 93.0 8.9 95.1 1.9 3.4 
Ra justr 101.4 122 8.1 85.8 12.6 
Liv ck produc 82.8 9.1 76.6 65.8 8.9 
M 104.0 121. 2 115.0 8. 3 16.3 
Textile and fit 106.9 121.2 94.8 v0. 2 -4.9 
Fat 1d oil 68. 1 79. 7 64.8 57.3 11.6 


A careful study of the tabulation will reveal the dislocation of raw 
material prices as compared to the end product of finished goods as 
reflected by the Consumer Price Index. 

The average price level of 22 raw materials in July 1953 was ap- 
proximately 10 percent below the June 1950 level. In comparison the 
Consumer Price Index had increased 12.6 percent. Wholesale prices 
increased 10 percent. Hourly earnings increased 22 percent in manu- 
facturing and 18.6 percent in retail industries. This price disloca- 
tion has cut back the relative buying power in rural areas and in raw 
material producing areas. 

In the Second Annual Report, the committee called attention to the 
reduction in the ratio of disposable income from 8) percent to 80 
percent of the national income following the 1950 and 1951 tax in- 
creases. Consumer buying power after taxes remains at approxi 
mately 80 percent of the national income. On the basis of current 
national income levels, the consumer has approximately $15 billion 
less in relative buying power as compared to 1949 and 1950. This 
level of consumer buying power appears to have had a retarding effect 
on the expansion of nondurable goods production. The Index of non- 
durable goods production in July 1953 was 191 percent of 1935-39 
base as compared to an average of 187 percent in the year 1950, 

Military expenditures have expanded durable-goods production 
from 237 percent of the 1935-39 average in 1950 to 322 percent of the 
1935-39 average for the first 6 months of 1953, or an increase of 
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approximately 35 percent. Nondurable goods in normal times repre 
sent approximately 75 percent of all goods purchased. Therefore, 
the increase of durable-goods production since 1950 as compared to a 
very minor increase in nondurable-goods production indicates the 
readjustment which would follow any cutbacks in military expendi 
tures. 

The following table indicates the movement in industrial production 
for both durable and nondurable goods: 


Indusyrial production 





{1935-39 = 100, seasonally adjusted 
Total Manufactures 

Period Pn peed Minerals 

aatints Tot Durable | Nondura 

4 gs ™ goods ble goods 
1950 monthly average 200 209 237 187 148 
June 199 208 237 Is4 151 
1951 monthly average 220 229 273 194 164 
1952 monthly average 219 230 280) 189 160 
1952: October 230 240 00 195 164 
November 234 245 104 197 171 
December 238 247 13 194 168 
1953: January 236 249 316 195 itd 
February 240 254 22 199 163 
March 243 258 oN %”1 162 
April 241 255 2 LOS 164 
May D4 254 321 199 164 
June 240 2 20 199 16S 
July 232 245 10 191 1fi4 
August Z 248 09 198 167 
September 232 24 01 196 169 
October ! 2 243 104 194 161 


! Prelimiary estimates 


Scurce: Board of Governors of the Federal Reserve System. 
Furure Ovr.ooxk 


There has been a reliance on technical superiority to offset the size 
of military forces. The achievement of technical superiority is de- 
pendent upon research and development and the time required to 
translate research and development into production is lengthened as 
weapons become increasingly more complex. Your committee recog- 
nizes the importance of research and development, and the incentive 
to create new and better weapons. In line with this thinking, con- 
sideration has been given to the inequities which businessmen have 
pointed out in regulations governing patent rights in procurement 
contracts. At a conference between the chairman of your committee 
and officials of the Department of Defense assurance was given that 
the Department of Defense will complete a review of the entire prob- 
lem, giving adequate consideration to the rights of the patent holders 
and the rights of the Government. 

In the last annual report your committee expressed the view that 
there was comfort without complacency in the progress which had 
been achieved in building up our military strength in those 2 years. 
Partial-mobilization aims now have been substantially ac hieved. ‘The 
deliveries of military construction and equipment for the fiscal year 
1953 were substantially the same in dollar value as the total deliveries 
for the preceding 2-year period, and current deliveries are being made 
at a monthly rate of more than 7 times the pre-Korea rate ‘of de- 
livery. This preparedness has been accomplished by relying on pri- 
vate industry aided by tax incentives and some Government loans, As 
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of October 5, 1953, accelerated tax amortization had been granted for 
18,107 new or expanded facilities costing more than $28 billion. The 
amount certified for accelerated tax amortization averaged 60 percent 
of the total cost, or approximately $17 billion. Your committee con- 
tinues to feel that this is a wise policy and that it has generally worked 
well. 

Progress in the programs to expand basic industrial capacity and 
supplies of materials has been such that the Nation is now able to 
sustain military production at current peak levels with little strain 
on the economy or dislocation of civilian markets. We have returned 
to a virtually free economy, with economic controls abolished except 
on rents in a few critical areas, and with controls over materials and 
production drastically reduced to a minimum for defense and atomic- 
energy programs. 

However, the balance is delicate in some instances. Any additional 
load would soon render some categories of existing facilities inadequate 
even for the purposes of current programs, and serious short: ages of 
certain of the most critical materials are continuing. These thin 
areas in the Nation’s production potential are causing difficulty and 
delays in such top-priority programs as atomic-energy power projects 
and procurement for the stockpile. These difficulties in partial mobili- 
zation would be compounded should it become necessary to raise mili- 
tary production significantly, and would present problems of the 
utmost gravity under full mobilization. 

Supply and demand imbalances in critical materials would place 
limitations upon our total productive effort in a period of full mobili- 
zation. The problem is one of identifying in advance the major 
bottlenecks which would limit military production under such condi- 
tions, and to eliminate those deficiencies. In the past year the number 
of materials in the stockpile presenting difficult problems has been 
reduced from 24 to 13; however, there are still 24 items in the stockpile 
for which the objectives are less than 50 percent complete. There is a 
long way to go in achieving stockpile objectives for about half of the 
ferroalloys. Progress has ‘been made in improving supplies of many 
materials in the stockpile, and substitutes have been found for some 
materials. A vigorous effort should be continued to overcome stock- 
pile shortages by seeking substitutes, stimulating private expansion, 
effecting conserv: ation, or through other practical methods. 

During the past 3 years, defense business has been spread widely 
throughout industry in order to broaden the mobilization base. The 
object has been to telescope the time period between the onset of a 
possible all-out war and the attainment of maximum output of muni- 
tions. Such expansion facilities would also make it possible to reduce 
the volume of costly military-end items required as production-defi- 
ciency reserves to meet current military needs until production lines 
could be brought into the necessary volume of production. 

The re view of fore ec goals by the new Joint Chiefs of Staff. due for 
completion in the fall, may result in modification of present estimates 
of proper relations between reserves of various categories of we: ipons 
and the facilities to produce them. However, the maintenance of 
an effective and economical balance between end-item reserves and 
production capacity—including the consideration of the potential 
effect of enemy atack on our mobilization base—continues to be a 
major object of mobilization planning. 
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Some munitions capacity, in the opinion of the Department of 
Defense, is now in excess of current needs, leading the Department to 
begin a process of cutting back schedules on easy-to-get items, and 
stressing procurement of the most advanced, hard-to-get. weapons. 
This shift in emphasis in military procurement, with a phasing out of 
older models and closing out of secondary facilities in favor of prime 
producers, raises the problem of long-term maintenance of essential 

capacity for full-mobilization readiness. The maintenance problem, 

therefore, is scheduled for thorough study by the mobilization 
agencies, and is under discussion by the Department of Defense and 
the Office of Defense Mobilization. 

Progress has been made in the program to measure the Nation's 
potential for all-out war. Firm data are still lacking on estimated 
military requirements—now expected to be available in November— 
but estimates have been made in the civilian area. The c omparison of 
estimated requirements with anticipated capacity has been started and 
it is hoped that this comparison will reveal any deficiencies, and pro- 
vide a useful basis for solving problems in connection with munitions 
output under full-mobilization conditions, when the military require- 
ments become available for analysis. 

The completion of the calculation of readiness for full mobilization 
will provide certain data, vital for planning, which will be the primary 
tools for use in solving three types of problems: 

First: Realistic decisions must be made on stockpile programs for 
both critical materials and military-end items. Programs can be 
mapped for conserving existing and future supply, undertaking inten- 
sified technological problems, and redesigning products and changing 
specifications, and setting stockpile objectives at proper levels. 

Second : Detailed information is needed on which to base programs 
for resources and facilities expansion, pointing up areas in which 
deficiencies exist in capacity to produce specific items or classes of 
items required to be filled to achieve maximum strength in any future 
war effort. 

Third: Information to relate more closely the plans and actions of 
the military services to feasible production levels. It is essential that 
the Joint Chiefs of Staff and the services have reasonably certain 
knowledge that their logistic and strategie plans are based on equip- 
ment flows that are neither far in excess of nor far below the Nation’s 
ability to produce. 

The mobilization program seeks, with the greatest possible economy, 
to achieve and maintain the strength necessary to protect the Nation 
and discourage aggression; to bring material supplies and production 
capacity to a le vel of readiness which will enable us to move r: apidly 
into a maximum military effort in a full emergency, while providing 
for essential exports to our allies; and to improve the Nation’s de- 
fenses against an atomic attack on its industrial centers, with an 
ability to rapidly recover should an attack oceur. 

Advisory committees have been of great assistance to the various 
Government agencies which have participated in the mobilization 
program. It Is encouraging to know that industry advisory com- 
mittees are now working in close cooperation with the Government 
on preattack readiness measures, the defense against weapons for mass 
destruction, and proposals for solving postattack production prob- 
lems. The protection of our industrial plants is necessary to insure 
the continuance of vital production under conditions which will pre- 
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vail in the event of an attack. Dispersion of industry continues to be 
a factor which is considered for rapid tax amortization in the building 
of new facilities. 

The rate of oe dec ecseg will continue high in the calendar 
year 1954 and it will continue to be necessary to insure the accom 
plishment of on program by the use of preference ratings and various 
forms of Government assistance. There remain to be filled certain 
important gaps in the mobilization base—thin spots in our industrial 
armor. ‘The Congress has provided the executive branch with the 
means to fill those gaps in cooperation with American business, and 
the work should go for ward. 

It will not be easy to maintain a long and continuing state of watch- 
ful readiness, yet such a state is essential to our national defense and 
national security. The effort and the cost of preparedness may from 
time to time seem oppressive. But our danger today is as great and 
as real as it has ever been, and the safety of our country does not 
permit relaxation. 


DrEFrENSE Propucrion Act AMENDMENTS OF 1953 


GENERAL DESCRIPTION 


As finally enacted the statute extends, with some modifications, the 
following titles of the Defense Production Act of 1950, as amended: 
Title I (allocations and priorities), title ITI (V-loans, defense loans, 
and long-term contracts), and title VIT (housekeeping provisions, vol- 
untary agreements, and Small Defense Plants Administration). ATI 
of these except the SDPA provisions were extended to June 30, 1955. 
SDP.A was extended only to July 31, 1953. It was succeeded by the 
Small Business Administration, which in addition to carrying out 
the functions of SDPA was given authority to lend financial assist- 
ance and to provide technical and managerial assistance to small 
business in peacetime. 

The following provisions of the Defense Production Act were 
allowed to expire: Title IT (requisition and condemnation), title VI 
(consumer and real-estate construction credit), and section 104 of 
title I (import controls) on June 30, 1953, title IV (price and wage 


controls), and title V (labor-dispute-settlement machinery) on April 
DO, 1953 


DECLARATION OF POLICY 


The declaration of policy of the Defense Production Act as con- 
tained in section 2 was simplified. As contained in the statute, it 
notes merely that the present international situation requires some 
diversion of materials and facilities from civilian to military pur- 
poses, and also requires expansion of productive facilities beyond 
levels needed to meet civilian demand. 


ALLOCATION AND PRIORITIES 


Under section 101 (a) of the Defense Production Act, as amended, 
the President’s broad authority to allocate materials and award prior- 
ity for performance of contracts for defense purposes is continued. 
The new statute omits prohibitions against livestock slaughtering 
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quotas and limitations on United States participation in the Inter 
national Materials Conference. 

Under section 101 (b) of the Defense Production Act, as amended 
by this statute, the President’s allocation and priority powers cannot 
be used to control general distribution of any material in the civilian 
market unless he finds that the material is scaree, critical, and essen 
tial to national defense, and that the defense requirements for that 
material cannot otherwise be met without creating a significant dislo 
cation of its normal distribution in the civilian market to such a degree 
as to create appreciable hardship. 

The President's power to prevent hoarding of scarce materials and 
the criminal penalty for willful violation of title I are continued by 
the statute. 

Import-control powers over fats and oils, rice, and butter, cheese, 
and other dairy products, as contained in section 104 of the Defense 
Production Act, were allowed to expire on June 30, 1953. 


V-LOANS, DEFENSE LOANS, AND LONG-TERM CONTRACTS 


As a means of financing defense needs, the powers granted the 
President by title IIT of the Defense Production Act were extended 
with the following modifications: 

1. Clarifying language was included to make certain that V-loans 
(private loans ounranteed by the Government ) may be made in con- 
nection with termination of Government contracts. An accompany 
ing clarifying change was made in section 717 (c) of the Defense 
Production Act. 

Z. No small-business concern is to be denied i V loan merely be- 
cause an alternative source of supply exists for the item to be pro 
cured on Government contract. 

3. The maximum term for lone-term Government contracts for 
scarce materials is extended by 1 year from June 30, 1962, to June 30, 
1963. 

t, Section 303 of the Defense Production Act is amended to pro 
vide that materials acquired by the Government under long-term 
contracts which prove to be excess to programs under the act shall be 
transferred to the national stockpile. The borrowing power from 
the Treasury under section 304 of the Defense Production Act is cor 
respondingly reduced by an amount equal to the cost of acquiring 
materials so transferred to stockpile. 


BASIS FOR ALLOCATIONS LN THE CIVILIAN MARKET 


Section 701 (c) of the Defense Production Act required the Presi 
dent to consider the historical pattern in industry in making alloca- 
tions of materials in the civilian market. ‘The present statute modifies 
this power as follows: Since most materials were being removed from 
civilian allocation at the time this statute was under consideration in 
committee, the base date for computing a historical pattern was 
changed to a date representing normal conditions following June 30, 
1953. However, for items which continue under operative-allocation 
controls after June 30, 1953, the base date for computing the historical 
pattern remains as provided in the original Defense Production Act— 
namely, a representative period preceding June 24, 1950. 
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In computing the historical pattern in any industry, the new statute 
requires consideration to be given to ne ‘wly acquired operations of 
existing concerns, and makes clear that the computation is to be 
made on the basis of periodic changes in competitive position within 
an industry. 

NATIONAL DEFENSE 


As contained in section 702 (d) of the original Defense Produc- 
tion Act, the term “national defense” was defined to mean “the opera 
tions and activities of the Armed Forces, the Atomic Energy Com- 
nussion, or any other Government department or agency directly 
or indirectly and substantially concerned with the national defense, 
or operations or activities in connection with the Mutual De fense 
Assistance Act of 1949, as amended.” The present statute assigns a 
nore restricted meaning to “national defense” by defining it as “pro- 
grams for military and atomic energy production or construction, 
military assistance to any foreign nation, stockpiling, and directly 
related activ ity. 

OPS INFORMATION 


Under section 705 (a) of the Defense Production Act information 
nate ained by OPS was e ntitled to confidential treatment upon request 
by the person supplying such information. The present statute also 
applies such confidential treatment to all information obtained by 
OPS under that section which had not been made public prior to 
April 30, 1953, whether or not a request for treating such informa- 
tion as confidential had been made by the person supplying the in- 
formation to OPS. Under this statute, the “confidential” classifica- 
tion may be lifted from any such information for the purpose of 
supplying it to the Congress; to the Department of Justice for official 
use; and to the public if the President determines its withholding is 
contrary to national-defense interests. 


SMALL DEFENSE PLANTS ADMINISTRATION 


Section 714 (a) (4) is amended by the statute to extend the life 
of Small Defense Plants Administration to July 31,1953. Thereafter, 
SDPA can exist only for purposes of liquidation. (Succeeded by 


SBA.) 


ALLOCATIONS TO SMALL BUSINESS 


Section 714 (f) (3) of the Defense Production Act required that 
when materials were allocated, a fair percentage should be allocated 
to small plants unable to obtain them from usual sources. The present 
statute makes it clear that this provision relates only to allocations 
in the civilian market, a clarification required by the amendment to 
section 101 (b) of the Defense Production Act made by the present 
starute. 

PECHNICAL CHANGES 


Because the matter covered by section 714 (f) (4) of the Defense 
Production Act is incorporated by the present statute in section 701 
(c) of the Defense Production Act. the provisions of section 714 (f) 
(+) are repealed. 
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CHANGES IN ORGANIZATION 


During the past year there have been many organizational changes 
in the departments and agencies of the executive branch of the Gov- 
ernment performing functions under the Defense Production Act, as 
amended. These organizational changes recognize that there is a 
close relationship between the traditional functions of Government 
and the defense functions, and further recognize that present plan- 
ning and future planning are inseparable. 

On February 4, 1953, the President terminated the Defense Pro- 
duction Administration as a se parate agency and transferred its func 
tions to the Office of Defense Mobilization. ‘The President announced 
this action as an initial step in a series of moves calculated to strengthen 
the central direction of the defense-mobilization program and to con- 
tract and simplify the organization of the independent civilian agen 
cles having national security responsibilities. 

The P vesicle nt submitted Reorganization Plan No. 3 to the Congress 
on April 2, 1953, which became effective June 12, 1953. This plan 
resulted in a new Office of Defense Mobilization which combined the 
activities of the National Security Resources Board and both the statu- 
tory and delegated functions of the previously existing Office of De 
fense Mobilization. ‘The plan was designed to improve organization 
und to enable one executive office agency, the new Office of Defense 
Mobilization, to exercise strong leadershi ip in our national mobiliza- 
tion effort, including both current defense activities and readiness for 
any future national emergency. 

Reorganization Plan No. 3 transferred to the Director of the new 
Office of Defense Mobilization responsibility for major stockpiling 
actions, including the determination of the nature and quantities of 
materials to be stockpiled. The Administrator of the General Serv- 
ices Administration will receive directions from the Director of the 
Office of Defense Mobilization regarding the purchase of strategic and 
critical materials and the management of the stockpiles. The Depart- 
ment of Defense will be responsible for presenting the needs of the 
military services. The Department of Defense and the Department 
of the Interior were specifically designated by the President to coop- 
erate with the Director of the Office of Defense Mobilization in 
determining which materials are strategic and critical and how much 
of them is to be purchased, with final authori ity with regard to such 
determination with the Director of the Office of Defense Mobilization. 

Effective October 1, 1953, the Department of Commerce established 
the Business and Defense Services Administration. The new agency 
continues the residual defense and mobilization functions of the former 
National Production Authority, consolidates 5 current departmental 
offices, establishes 25 industry divisions staffed by business experts 
from Government and private industry, with the view of providing 
a focal point for effective cooperation between Government and busi- 
ness in promoting economic stability and growth. In establishing the 
new organization the Secretary of Commerce stated that in carrying 
out its emergency responsibilities. the new agency will preserve the 
nucleus of an organization which can rapidly be expanded in the 
interest of national security. 

The Economic Stabilization Agency, the Office of Price Stabiliza- 
tion, the Wage Stabilization Board, the Salary Stabilization Board, 
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and the Office of Rent Stabilization have been in the process of liqui- 
dation. As of September 9, 1953, there remained 13 critical defense 
housing areas subject to Federal rent control. 

In the Department of the Interior, the Defense Fisheries Adminis- 
tration was abolished effective June 30, 1953. The Secretary of the 
Interior delegated to the Director of the Fish and Wildlife Service 
authority to perform the residual functions and exercise the powers 
relating to fishery commodities which were handled by the Defense 
Fisheries Administration. 

In the Department of the Interior, the Defense Electric Power 
Administration was abolished effective June 30, 1953. Residual oper- 
ating functions will be performed by the Defense Power Staff, consist- 
ing of three persons, under the supervision of the Assistant Secretary 
of the Interior for Water and Power, and residual administrative mat- 
ters will be handled by the Administrative Assistant Secretary. 

The Secretary of Labor reorganized his office and the relationships 
of the several bureaus of the Department to his office so as to provide 
a firm and continuing basis for the discharge of duties under the de- 
fense program as well as under peaceful conditions, providing a con- 
tinuity between partial mobilization activities carried out under the 
Defense Production Act, and continuing responsibilities for insuring 
an effective labor force for full mobilization should that be required. 

Reorganization Plan No. 6 of 1953 abolished the Munitions Board, 
the Research and Development Board, the Defense Supply Manage- 
ment Agency, and the Office of the Director of Installations and vested 
their functions in the Secretary of Defense. The reorganization plan 
provides for six additional assistant secretaries. 

In addition, the plan raises the office of the General Counsel to a 
statutory position with rank substantially equivalent to that of an 
assistant secretary. Porvuees to Reorganization Plan No. 6, the 
Secretary of Defense established the position of Assistant Secretary 
of Defense (Supply and Logistics) and delegated to him all priorities 
and allocations responsibilities which were formerly assigned to the 
Chairman of the Munitions Board, all responsibilities relating to direct 
Government loans which were formerly assigned to the Chairman of 
the Munitions Board, and all small-business responsibilivies formerly 
assigned to the Chairman of the Munitions Board. The responsibili- 
ties wh ich were formerly performed by the Director of Installations 
and the Armed Forces Housing Agency were assigned to the Assistant 
Secretary of Defense (Properties and Installations). 

Defense mobilization activities of the Department of Agriculture 
are now concentrated almost entirely in the Production and Market- 
ing Administration, although PMA works closely with other agencies 
of the Department and outside of the Department. Defense mobili- 
zation activities of the Department of Agriculture have been con- 
ducted largely through existing organizational structure, which has 
facilitated coordination of defense work with regular programs. To 
insure the necessary coordination of defense mobilization wor k, the 
PMA organization structure has included an Office of Requirements 
and Allocations and an Office of Materials and Facilities and small 
manpower and program staffs. These four units are now being 
consolidated. 

The Secretary of Agriculture has general responsibility for the 
production and distribution of food, including all commodities con- 
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sumed by humans or animals, fats and oils, naval stores, tobacco, wool, 
mohair, cotton, hemp, and flax fiber until they lose their identity as 
agricultural commodities. The Secretary is authorized to exercise 
the priority and allocation powers with respect to food and domestic 
distribution of farm equipment and commercial fertilizers when there 
is a finding of essentiality approved by the Director of the Office of 
Defense Mobilization as required in the Defense Production Act 
Amendments of 1953. The Secretary is authorized to secure food and 
certain additional plant fibers for Government use or resale for indus- 
trial use or stockpiling upon certification by the Director of the Office 
of Defense Mobilization under section 303 of the Defense Production 
Act. 

The Secretary of Agriculture is authorized to make recommenda- 
tions to the Director of the Office of Defense Mobilization for the 
issuance of certificates of essentiality for loans under section 302 of 
the Defense Production Act and for tax amortization of facilities 
under section 124A of the Internal Revenue Code. The Secretary 
previously issued certificates of essentiality for section 302 loans with 
respect to food and food facilities. 

Authority to exercise import controls under section 104 of the 
Defense Production Act expired on June 30, 1953, and related work 
is now carried on under section 22 of the Agricultural Adjustment 
Act. Authority to requisition food had not been undertaken when 
the authority expired. 

The Defense Materials Procurement Agency was abolished by 
Executive Order 10480, dated August 14, 1953, which transferred 2 
personnel, records, property, and unexpe aaa balances of appropri: 
tions, allocations, and other funds, and assigned certain of its con 
tinuing functions to the General Services Administration. 

The Reconstruction Finance Corporation is directing its efforts 
toward liquidating its affairs. The Reconstruction Finance Cor 
poration was expressly authorized by section 714 (i) of the Defense 
Production Act of 1950, as amended, to make loans to small-bus 
iness concerns upon recommendation of the Small Defense Plants 
Administration. This authority expired on July 31, 1953. The Re 
construction Finance Corporation Liquidation Act (Public Law 163, 
83d Cong., approved July 50, 1953) provides for the expiration of 
RFC’s succession on June 30, 1954, and directs the transfer within 60 
days after its enactment of RFC’s functions under the Defense Produc- 
tion Act of 1950, as amended. Accordingly, an amendment is now in 
process to Executive Order 10480, dated August 14, 1953, which 
presently designates RFC to make loans under section 302 of the 
Defense Production Act, as amended. Pursuant to the express direc- 
tion of section 102 (b) of the Reconstruction Finance Corporation 
Liquidation Act, the lending powers under the RFC Act, as amended, 
terminated on September 28, 1953, and section 104 of the Recon- 
struction Finance Corporation Liquidation Act provides for the 
transfer of the lending authority under section 409 of the Federal 
Civil Defense Act of 1950 to the Secretary of the Treasury, effective 
September 28, 1953. 

The Small Defense Plants Administration, which was created under 
authority of the Defense Production Act, was originally scheduled to 
expire on June 30, 1952, and was extended by Congress to July 31, 
1953. On the latter date SDPA went out of existence except for 
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purposes of liquidation, and was replaced by the Small Business A Ad- 
ministration, a new agency with broader powers, created under the 
Small Business Act of 1953. 


SPECIFIC COMMITTEE ACTIVITIES 


Your committee during the past year has published five progress 
reports covering the following general subjects: (1) A study of con 
sumer commodity prices and margin spreads, (2) a hearing on price 
control and activities of the Office of Price Stabilization, (3) a study 
of the aluminum expansion program, and competition, (+) a study 
of the tax-amortization program, and (5) a hearing on Defense Man 
power Policy No. + and Notification 38, 

The general see ts covered by published reports are herewith 
summarized under individual headings: 


CONSUMER COMMODITY PRICI AND MARGIN SPREADS——PROGRESS REPORT 


Your committee requested its staff to analyze the consumer price 
and margin spreads of some of the major commodities in the cost- 
of-living index during the adjournment of the 82d Congress. 

This study was undertaken in an effort to throw some additional 
light on the cause for the constant rise in the cost of living since the 
Korean outbreak. It also attempts to point up the trends that were 
taking place as more and more markets began to soften as consumer 
goods became more plentiful. These analyses were included in Prog- 
ress Report No. 22, which was issued as a Senate report on January 
9, 1953. 

Your committee had neither the staff nor the funds to adequately 
analyze so complicated a subject, one that reaches into millions of 
business transactions daily in this vast country of ours. To have done 
so would have necessitated an extensive field survey and a large corps 
of investigators involving thousands of dollars. However, through 
the fine cooperation of the officials in the Office of Price Stabilization, 
Department of Commerce, Department of Agriculture, Department 
of Labor, Federal Trade Commission, and others, the staff was able 
to compile data that indicates what happened in price and margin 
trends in selected commodities during 2 years of restrictive controls 
under partial mobilization. Some of the pertinent facts that were 
brought out by the reviews may be summarized briefly in the follow 
Ing way: 

Anti-inflationary measures had een ineffective by late 1950. In 
January 1951, when the General Ceiling Price Regulation placed a 
freeze on all prices, price stability started to be restored. Price con- 
trols, by no means, were entirely effective. Many inequities and hard- 
ships resulted; nevertheless they were a major factor in convincing 
both business and consumers that the hectic price rises had been halted 
and that the need for rushing to beat prices and shortages was no 
longer necessary. 

The early part of the January 9, 1953, report is a historical analysis 
of the price rises that led up to price controls, the inequities that 
resulted, how adjustments were effected, and the relationship of cur- 
rent price levels with the pre-Korean period. It shows that OPS is- 
sued 171 separately tailored price regulations as well as 119 supple- 
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mental regulations to the general freeze order. In addition 32 sup- 
plements to the general manufacturers’ freeze regulation affecting an 
estimated 75,000 industrial firms were also put into effect. 

Considerable attention was given by the staff to consumer food costs 
and the various elements that play such an important part in the 
higher living costs. For example, the figures show that, for the first 
half of 1952, consumer expenditures for nondurable goods, including 
foods, increased $10 billion over the previous year, as compared to a 
drop of $3.4 billion for durable products. 

Nearly a third of the study dealt with the farmer and how he 
shared in comparison with the retailer, distributor, and processor in 
the division of the consumer dollar. This section covers the price 
spread between the farmer and the consumer for many of the items 
listed in the family market basket which the Department of Agri- 
culture calculates monthly. The analyses show that by August 1952 
the annual retail cost of the market-basket items was $756—$103 or 
16 percent higher than pre-Korea and $42 more than a year previous. 
The data further disclosed that overall farm prices increased only 
$6 over the previous year while marketing charges increased $36, 
making retail prices $42 higher. This situation is further aggravated 
by the fact that while the prices received by farmers declined sub- 
stantially, prices paid by farmers for the things they purchased main 
tained nearly peak levels. 

This report. of January 9, 1953, tends to emphasize again the vital 
part which livestock and meats play in the economy of our country. 
It shows that meats accounted for over 8 percent of the consumer's 
cost of living. Meat animals—cattle, hogs and sheep—accounted for 
about one-third of all cash farm income while the meatpacking indus- 
try represents one of the major businesses in this country today. 
Since livestock prices to the farmer have shown a substantial decline 
over the past months, several Government investigations are now 
under consideration to determine the basic causes why retail prices 
have not shown a relative drop. 

Insofar as processors of agricultural products are concerned, it 
appears from estimates prepared by the Federal Trade Commission 
that profits per dollar of sales as well as earnings on investment, 
both before and after taxes, were generally lower in 1951 (the latest 
period available at that time) than the previous year even though the 
total dollar volume of sales increased. In the case of food processors 
and apparel manufacturers, the figures show that profits were the 
lowest for several years. 


PRICE CONTROL AND OPS ACTIVITIES—HEARING 


On November 19, 1952, Mr. Tighe E. Woods, Director of the Office 
of Price Stabilization appeared before the committee to report on 
the activities of the Office of Price Stabilization. Mr. Woods was ac- 
companied by Mr. Edward F. Phelps, Jr., Director of Price Opera- 
tions, and Mr. Herbert N. Maletz, Chief Counsel. 

Mr. Woods reported that the Office of Price Stabilization had grad- 
ually reduced its operations and that several offices had been merged. 
On the date of the hearing, there were 5,800 employees with a view 
of reducing the number to 4,000 by April 80-—-11.850 people had previ- 
ously been employed by OPS. 
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At the time of the hearing the Office of Price Stabilization had 
announced that there were a number of areas in which price control 
could be made less burdensome by decentralized operation. The plan 
was to deal centrally in Washington with those pressure areas in de 
fense-related industries and those commodities that have a national 
market. Consumer goods and services which were sold in essentially 
local markets were to be controlled more at the local level. It was 
the thinking of the Director of OPS that local citizens could best 
judge whether essentially local businesses may be entitled to price 
adjustments. Each loe ality was to select the problems which were 
most annoying to that partion community. The joint committee 
had received communications in opposition to the plan. The OPS 
Advisory Committee expressed doubt that complicated pricing prob- 
lems could be handled locally. These reasons, when coupled with 
the fact that the termination for the Office of Price Stabilization was 
near, appeared to the committee to make it impractical to set up new 
offices throughout the country. Three pilot boards had been set up 
on an experimental basis at the time of the hearing, and the program 
was not further expanded after the hearing. 

This hearing provided the further opportunity for the committee 
to inquire into the reasons for a substantial drop in the price of cattle 
on the farm without a corresponding drop being reflected at the retail 
level, and to consider whether existing OPS regulations were a con- 
tributing cause. Mr. Woods stated that the high price of beef had 
heen the most consistent complaint, and the opinion was expressed that 
meat was not being kept out of trade channels, that the quality cuts 
were in great demand and that the lower-grade beef was selling con- 
siderably below ceiling price. Mr. Woods advised the committee that 
he would make a study to determine whether distributive margins 
have increased unreasonably. 


ALUMINUM EXPANSION PROGRAM AND COMPETITION——PROGRESS REPORT 


On the date of the release of the 1952 annual report your committee 
had authorized its staff to conduct a study of our aluminum program 
during the interim before the next session of Congress. Some of the 
questions to be considered were the extent competition has been 
created since the monopoly of Alcoa ended, whether defense agencies 
have given proper consideration to applications from new companies 
who wanted to enter the primary aluminum field during the recent 
expansion programs, and whether means can be found to establish 
small independent producers who do not have integrated fabrication 
facilities. 

Domestic sources of supply other than Alcoa are substantial and 
already account for more than half of the total United States pro- 
duction. While before World War ITI there was but 1 regular source 
of aluminum in the United States, there are now 3 established and 
substantial sources, and there will be 5 by 1954. The firm establish- 
ment of multiple sources of supply is a prerequisite to competition, 
but this development alone does not measure the extent to which com- 
petition has been created. The extent to which competition has been 
created can be determined only by looking for the specific benefits of 
competition actually realized by the fabricators, manufacturers, and 
users of aluminum products. 
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Before World War Li, the price of aluminum ingot was 20 cents 
per pound and that was also the price on the date of the report. ‘There 
has been neither a revolution in technology nor the windfall of new 
cheap ores to account for the favorable price record of the aluminum 
producers. ‘The basic processes used are substantially the same today 
us they were back in 1939. The ores are of similar or lower grade. ‘The 
cost increases experienced by other industries have also been felt by 
the aluminum producers. Transportation and wage costs have 
increased. 

The relatively lower price of aluminum cannot be attributed to a 
weak demand. During most of the years since 1939 the demand for 
aluminum has been very strong. The price of aluminum ingot 
dropped when wartime costs were rising sharply and the shortage was 
rather severe. So neither lack of demand nor falling costs can be 
cited as the primary cause of lower aluminum prices. It is interesting 
to note that a drop in the price of aluminum ingot, from 19 cents to 
15 cents, occurred between August 1, 1940, and October 1941. It was 
during the period beginning with August 1, 1940, when the Reynolds 
Metal Co. announced publicly its firm decision to become this coun- 
try’s first independent producer, built two producing plants and 
brought them into production in May and September 1941, 
respectively. 

In 1946, Kaiser Aluminum entered the industry. In 1946, output 
amounted to 409,630 tons, 21% times the 1939 level. The 1952 output 
increased to approximately 6 times the 1939 level. Since Korea the 
Federal Government has encouraged a large-scale expansion of ca- 
pacity by the United States producers, offering them accelerated 
amortization and supply contracts. As a result a $725 million pro- 
gram, privately financed, has materialized which will raise the coun 
try’s capacity to 1,600,700 tons in 1954—almost 10 times what it was 
in 1939. 

There has been an as geressive campaign of aluminum producers 
and fabricators to produce new markets and to promote new uses. 
The rapidly expanding supply, relatively low prices. and the scarcity 
of other metals also stimulated the use of aluminum by American 
industry. With more aluminum available, and with the industry 
aggressively promoting new uses and the development of larger mar 
kets, many new fabricators have been attracted into the aluminum 
industry. Every branch of the industry seems to have grown, with 
more companies in them than ever before. 

When the first aluminum producer was established in this country, 
back in 1888, it was nonintegrated. It soon found that its markets 
would be limited unless it could persuade fabricators of other metals 
to fabricate aluminum too. Its lack of success in getting others to 
fabricate, or to do it satisfactorily, led Alcoa to do some fabricating 
itself. That is how the integration of aluminum producers began ove) 
half a century ago. Since then there have not been any nonintegrated 
producers of primary aluminum. 

This fact neither proves nor disproves the desirability of reestab 
lishing this type of producer. But it does reveal that the industry’s 
development for over 50 years, its market and price structure, has 
been on the basis of integrated production. A new producer, enter- 
ing the industry on a nonintegrated basis. would have to be able and 
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willing to adopt a pattern of operation fundamentally different from 
that of its competitors, 

It is a considerable achievement on the part of industry as well as 
the defense agencies that the vast expansion since Korea has been 
accomplished on the basis of private financing with the Government 
limiting its participation to supplemental aid in the form of accel- 
erated tax amortization, stockpile contracts, and Government guaran- 
ties for some of the financing. This is in wholesome contrast to the 
World War II expansion, much of it consisting of wholly Govern- 
ment-financed Defense Plants Corporation plants. 


REVIEW OF TAX AMORTIZATION PROGRAM PROGRESS REPORT 


On April 20, 1953, your committee published Progress Report No. 
25, with the view of setting forth in factual form the objectives, poli- 
cies, and performance under the tax-amortization program. It was 
not the intent of this report to appraise the merits of the program or 
the policies established by the administering agency. It was the 
feeling of the committee that it would be helpful for the Members of 
Congress to have a summary indicating the extent to which the Gov 
ernment has assisted firms, both large and small, in acquiring the 
necessary production expansions needed to insure our national] 
security. 

From the very nature of tax amortization, the apparent intent of 
Congress is to encourage the expansion of defense facilities with 
private rather than with public funds. The wisdom of the policy is 
evidenced by the results. Only a very minor portion of the facilities 
expansion during the present emergency has required direct Gov 
ernment expe ‘nditure compared with the World War II period when 
more than 70 percent of the defense expansions required Government 
funds. 

Tax amortization is not in addition to the normal depreciation 
which every businessman is entitled to in order to recover the cost 
of his investment. It is, rather, in heu of such normal depreciation 
deduction. The effect of the certification is to speed up or shorten 
the time period within which such depreciation deduction is taken. 
This means that if a businessman is normally entitled to deduct the 
cost of a machine tool over a 15-year period tax amortization will 
permit him to deduct it over a 5-year period. Tax amortization does 
not, therefore, give him a greater deduction but only a more rapid 
recovery of capital investment. If the taxpayer feels that he would 
prefer to extend his depreciation rather than shorten it, he may elect 
to discontinue tax amortization. 

Defense Mobilization Order No. 11 provides that certificates of 
necessity for tax amortization shall be based on a percentage that 
reflects the best available estimates of post-5-year period usefulness 
and additional incentives to the minimum amount deemed necessary 
to secure the needed expansion. 

In this program, the determination of what is small business fol- 
lows the pattern established by the Small Business Office of the Na- 
tional Production Authority and the Small Defense Plants Admin- 
istration. Applications falling within this pattern are stamped 
“Small Business” and are given special consideration where a choice 
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of the selection of applicants is involved. They also receive a higher 
percentage of amortization, generally a premium of 5 pe reent. 

The report revealed that cases processed amounted to $34.4 billion 
in estimated capital investment, and that the amount applied for in 
the cases certified was $26.7 billion. The total value in place as of 
December 31, 1952, amounted to $14.1 billion. Steelworks and rolling 
mills account for about one-sixth of the total cost for all manufac- 
turing industries and almost one-tenth of the total cost for all indus- 
tries. Railroads, line-haul operating, and electric light and power 
represent the largest expansions in the nonmanufactnuring industries, 
and account for about one-fourth of the total cost for all industries 
combined. According to reports received from certificate holders, 
29.3 percent of the total cost for all projects was for construction, 
66.7 percent for machinery and equipment, and 4 percent was for 
land and overhead costs. 

On September 2, 1953, the Director of the Office of Defense Mobi- 
lization announced that a large number of industry-expansion pro- 
grams have reached the point where tax incentives are not now re- 
quired. He further stated that existing goals are being reviewed, and 
those that are held open will be studied closely to see if they bear 
a realistic relationship to the mobilization needs. Where the dadléite 
is that the goal has been reached, or is no longer needed the Office 
of Defense Mobilization will make no further certifications for tax 
benefits. 

DEFENSE MANPOWER POLICY NO. 4—HEARING 


On May 4, 1953, your committee held a hearing covering the opera- 
tion and legal authority of Defense M: inpower Policy No, + and Noti 
fication 38, both of which orders were issued by the Office of Defense 
Mobilization. Government officials requested to testify included Dr. 
Arthur 8. Flemming, Director of the Office of Defense Mobilization; 
Rear Adm. Morton L. Ring, Office of the Secretary of Defense; and 
Brig. Gen. Robert P. Hollis, Chief of Agency Staff, Armed Services 
Textile and Apparel Procurement Agency. A previous hearing h: . 
been held by your committee covering ‘Defense M: anpower Policy No. 
on F ebruary 6, 1952, 1 day prior to the effective date of the order. 

Defense Manpower Policy No. 4 authorized procurement by nego 
tiated contracts and purchases in areas of unemployment at prices ' 
excess of the lowest bid prices on competitive bids. Dr. Flemming had 
stated in the previous hearing that Defense Manpower Policy No. 
authorized a price differenti: ll of 5 percent, 10 percent, or whatever 
seems to be appropriate, however, Dr. Flemming stated in this hearing 
that he has no intention of paying a price differential. On July 21, 
1953, he also wrote a letter to Hon. Styles Bridges, United States 
Senate, Washington, D. C., advising him that he had asked for the 
preparation of an amendment to Defense Manpower Policy No. 4 
prohibiting the use of price a ienypesiers als. 

The unemployment areas are certified by the Department of Labor, 
and the smallest area the id is considered is defined as one which is not 
primarily a trade or service center and which has an estimated area 
labor force of at least 15,000 and estimated nonagricultural employ- 
ment of at least 8,000. 
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On June 4, 1952, the Office of Defense Mobilization issued Notifica 
tion 38 under Defense Manpower Policy No. 4, providing for a prefer- 
ence in the award of Government contracts to textile manufacturers 
operating 80 hours or less per week during the performance of the 
contract, which was considered objectionable in those areas where 
5-shift operations were the practice. 

The Office of Defense Mobilization relied on the Defense Production 
Act and the Armed Services Procurement Act of 1947 as authority 
for these orders. As to the Defense Production Act, the Comptroller 
General of the United States had written on January 14, 1952 that, 
“there is nothing in the Defense Production Act of 1950, as amended. 
which of itself, authorizes generally the negotiation of Government 
contracts or a disregard of normal Government procedures.” The por 
tion of the Statement of Policy on which the Office of Defense Mobili- 
zation had relied in the Defense Production Act of 1950 is not con 
tained in the Defense Production Act Amendments of 1953. 

As to the Armed Services Procurement Act of 1947. the question 
was presented as to whether the orders of the Office of Defense Mobili- 
zation were in conflict with the provisions of the Armed Services Pro- 
curement Act of 1947. Under the Armed Services Procurement Act 
of 1947 generally all purchases and contracts for supplies and services 
shall be made by advertising. There are 16 exceptions under which 
contracts may be negotiated. The section of the Armed Services Pro- 
curement Act under which contracts have been negotiated is section 
2 (c) (1), and provides for the negotiation of contracts “if determined 
to be necessary in the public interest during the period of a national 
emergency declared bv the President or by the Congress.” There is 
no question as to the existence of a national emergency. 

There has been a difference of opinion as to what constitutes “public 
interest” In section 2 (c) (1) of the Armed Services Procurement Act 
of 1947. The Office of Defense Mobilization interpreted “public in 
terest” to mean savings in unemployment compensation, tax losses, 
idle machines, impact on communities, lost sales, and relief payments. 
Those opposed to this inter pret: ition consider “publi interest” to mean 
savings to the Government in a direct procurement sense as expressed 
in the reports of the House and Senate which accompanied the Armed 
Services Procurement Act of 1947, as follows: “(a@) that the Govern 
ment as a pureh: wer will receive the | est bargain avi ails ible, an 1c (>) 
suppliers in a position to furnish the Government's requirements will 
have a fair and equal opportunity to compete for a share in the Gov 
ernment’s business. The Senate and House reports further provided 
that advertising will be used by the departments even when a nego 
tiated contract is authorized if in their best 1udgment it can be ex 
pected to give satisfactory results. The reports further set forth that 
if three conditions a advertising would be used, which condi 
tions were as follows: (1) Definite specifications: (2) several sources 
of supply: and (3) genuine price competition 

When the 1954 defense appropriation bill passed the Senate it con 
{nined a provision that none of the funds would be available for cor 
recting or preventing economic dislocations. The language was modi 
fied _ the conference committee to prohibit the use of these funds for 
the pavment of any price differential. 

7 Septe mber 19P Id, the Direc ‘tor of the Office of Defense Mobiliza 
tion announced that he had suspended the controversial policy of 
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letting firms in labor-sur plus areas obtain defense contracts by mate! 
ing the low bids of firms outside such areas. 


STAFF CONTRIBUTIONS TO THE WorK or THE COMMITTEE 


The recommendations and suggestions contained in committee hear- 
ings and progress reports are the subject of continuous review by the 
st: aff i in following the progress ac ‘hieved in the administration of the 
various defense activities. The staff also reviews periodic reports 
submitted by the departments and agencies performing functions 
under the Defense Production Act, and maintains a knowledge of 
the polic ies and functions of these departments and agencies. 

It is the further responsibility of the staff, at the direction of the 
chairman, to conduct staff studies relating to defense matters, make 
distribution of reports pub lished by the committee, and to answer daily 
correspondence. 

Frequent conferences are held by members of the staff with officials 
of the various departments and agencies performing defense fune 
tions, individuals, and businessmen who present problems to the com- 
mittee. Some of the conferences in which the staff has participated 
during the past 60 days are herewith mentioned in brief as a typical 
example of the type work performed: (a) Conference between chair 
man of the committee and the Deputy Secretary of Defense on pro- 
prietary patent rights in procurement contracts; (5) conferences 
with the Director of the Office of Defense ree on the alumi 
num program, Defense Manpower Policy No. 4, nickel decontrol, ma- 
chine tools, electric power, expansion goals, and an mobilization readi- 
ness program; (¢) conference with the Assistant Secretary of Labor 
on defense manpower; (7) conference with the Assistant Secretary of 
Commerce and the General Counsel on nickel decontrol, machine tools, 
and the mobilization readiness program; (e) conference with the 
Assistant Secretary of the Interior and the Solicitor on the electric 
power program: (7) conference with the Assistant Secretary of De 
fense (supply and logistics) on proprietary patent rights in procure 
ment contracts and anhydrous ammonia distribution: (7) conferences 
with the General Counsel of the Office of Defense Mobilization and 
Assistant Directors of the Office of Defense Mobilization on policies 
and administration of the Defense Production Act; (i) conferences 
with the Administrator of the Small Business Administration on Gov 
ernment contracts and other matters relating to small business; (7) 
conferences with the General Counsel of the General Services Admin 
istration on the leasing of machine tools, defense procurement, stock- 
viling, and certification of loans; (7) conferences with officials of the 
Beopiickmesi of Agriculture on farm commodity and cattle prices; 
and () conferences with personnel in the offices of numerous Senators 
and Congressmen and other congressional committees with regard to 
defense matters. 

Acting for your committee and under the supervision of your chair 
man, the staff has spent considerable time in consultation with the 
defense agencies on various problems. Some typical examples are as 
follows: 
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SMALL BUSINESS 


Your committee recognizes that it is the declared policy of the Con- 
gress that a fair proportion of the total purchases and contracts for 
supplies and services for the Government shall be placed with small 
business concerns. 

Defense procurement for small business in the Department of De- 
fense is now handled by the Small Business Representative, Depart- 
ment of the Army; Small Business Representative, Department of the 
Navy; and Small Business Representative, Department of the Air 
Force. These procurement representatives of the three services are 
answerable to the Chief of the Small Business Office of the Depart- 
ment of Defense. 

Your committee has recommended and the Small Business Admin- 
istration agrees that the Small Business Administration employ its 
own procurement representatives for the three services, and that these 
representatives be answerable to the Chief of Procurement of the 
Small Business Administration. This method proved to be most 
satisfactory with the Smaller War Plants Corporation during World 
War II. 

At the request of your committee, the various defense agencies have 
reported their activities as related to small business in the appendix of 
this report. 

Macnine-Toor Program 


In the second annual report, your committee reviewed in detail its 
findings and recommendations regarding the many problems and pro- 
duction bottlenecks that had caused months of serious delays in the 
delivery of critical machine tools so urgently needed for the comple- 
tion of top-priority military items. 

As the corrective steps were made effective by the Office of Defense 
Mobilization, the National Production Authority and the Defense 
Department, machine-tool builders progressively increased their pro- 
duction until in March 1953 shipments reached an all-time high of 
$137 million. In the first half of 1953, the industry delivered the 
greatest volume of tools for any 6 months period in its history, nearly 
$722 million. 

One of the principal contributing factors toward this commendable 
productive accomplishment was the pool-order program which was 
initiated in mid-1951 but did not really get into full swing until almost 
a year later. This program, assured the production of machine tools 
at a minimum risk to the tool builders. NPA and the Defense Depart- 
ment determined the size, type, quantity, and so forth of tools to be 
included in the order negotiated with each tool builder. All tool 
builders were eligible to apply for such contracts. 

Under the contract, GSA agreed to take any specified tool into its 
reserve stock and pay the builder 8214 percent of the list price on 
delivery provided the builder had no order for the unit by the com- 
pletion date. In the event of termination of the contract prior to 
completion, the Government agreed to pay the builder the manufac- 
turing costs incurred on any machine tool not covered by a commercial 
order at the time of contract termination. In all, a total of 115 
machine-tool pool contracts were negotiated by GSA to date with 
approximately 113 builders, covering 94,225 tools valued at $1.4 billion. 
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In the main, the builder's performance against the pool contracts 
has been satisfactory over the 2-year period. As of August 1, 1953, 
there were 55 contracts still in force with a total of 10,516 units re 
maining to be completed. Of this total the builder had firm orders 
from contractors to cover 8,943 units, leaving only 1,573 valued at 

$37 million for which no orders had been received. To this figure 
should be added 584 tools taken over by GSA from previously com- 
pleted contracts totaling $6 million m: aking a total of $43 million as 
the Government's contingent liability as of that date. 

Because of the military cutbacks, stretch-outs and changes in defense 
planning by the new administration, the Defense Department became 
concerned early this year over the quantity of tools remaining on poo! 
contracts. When no definite action was taken by ODM, NP A, or GSA 
to reduce the Government's liability, the Defense Departme nt wrote 
the Director of ODM, requesting to be relieved of any further financial! 
responsibility. 

Your committee interested itself in this problem. As a result, 
several staff conferences were held, starting in late April, with officials 
of ODM, NPA, GSA, Commerce, and the Defense Department to 
determine what steps were being taken to effect cancellation of any 
tools not needed for defense. 

These discussions became productive early in July after reorganiza- 
tion plans and substantial reductions in force had been effected and 
policies were established to govern the internal operations of these 
agencies. 

It is true that since the inception of the pool-order program, periodic 
reviews of commitments as related to the military requirements have 
been made. Individual builders have reported the status of their 
pool orders monthly and where individual types or models continued 
to fail to be covered by firm orders, the builder was requested to accept 
cancellation of all or part of the particular item not yet in production. 
In practically all cases the builder was agreeable to cancellation to 
avoid slow-moving tools from becoming surplus that would be subject 
to later disposal by the Government. However, this approach was 
considered by the committee staff to be inadequate in view of the wide 
shift in defense plans. It urged that a field staff arrange to visit all 
pool-contract holders and personally negotiate for the maximum re- 
duction of the Government’s outst: nding obligation in each case. 

Following some organizational changes i in NPA, representatives of 
the NPA Metalworking Equipment Division and GSA undertook this 
task in mid-August. ‘By mid-September the plant survey was com- 
pleted and the task force had discussed the actual status of each tool 
with the builder in an attempt to obtain voluntary cancellation along 
the following lines. 

1. Cancellation of all unassigned machines not in actual production, 
at no cost to the Government. 

Obtain agreement to cancel from the pool contract incompleted 
units covered by firm orders, at no cost to the Government. 

3. Determine which machines now in production and unassigned 
could be canceled with the minimum cost to the Government. 

4. Arrange for builders to store any completed units which the 
Government must ultimately accept until 30 days prior to contract 
expiration. This plan anticipates the possibility of sale by the builder 
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prior to that time, thereby avoiding transportation, handling, and 
storage charges to the Government. 

5. Refrain from extending the termination date of active contracts 
except to sell unassigned units. 

As a result of the plant visits and discussions, the task force was 
successful in obtaining voluntary agreements to cancel uncompleted 
contracts valued at $92.3 million, at no cost to the Government. This 
represented 43 percent of the total dollar value remaining under pool 
contracts as of August 1,1953. Your committee is highly pleased that 
these actions have resulted in such a substantial reduction in the Gov 
ernment’s commitments and wishes to commend the individual 
machine-tool builders for their voluntary cooperation in this matter. 


CENTRAL INVENTORY CONTROL=—-GOVERN MENT TOOLS 


For the past 2 years, your committee has been interested in following 
the progress made in establishing and maintaining a central inventory 
control of Government-owned machine tools and production equip- 
ment. The purpose of this program has been to obtain the most 
effective utilization of the idle production equipment and machine 
tools now owned or to be acquired by the Defense Department and 
other Government agencies, including the equipment acquired under 
the borrowing authority of the Defense Production Act of 1950, as 
amended. 

It should be emphasized that tools in the central inventory are not 
for sale. They are reserved for lease to contractors to increase pro- 
duction for direct militi _ and defense-supporting products. 

In progress report No. 13 your committee pointed out how a central- 
ized inventory control would enhance the national security. In the 
early stages the inventory records were compiled and maintained by 
the Department of Defense but in April 1952, these records were trans- 
ferred for administration to the NPA Metalworking Division. From 
the start, it has been a question whether the Department of Defense 
or the civilian ageney should determine the policies for administering 
the leasing of tools owned by the military services. NPA has felt 
that it was their responsibility as the industry’s representative, to 
establish the criteria and leasing policies to insure equity to all types 
of contractors and at the same time be fair to the tool builders. 

Frequent discussions were held on this subject, and finally, follow- 
ing several conferences between top officials of the interested agencies, 
the Director of ODM issued amendments to Defense Mobilization 
Order No. 18 on August 3, 1953, resolving the problem. These amend- 
ments provided that under policies promulgated by ODM, the Depart- 
ment of Defense shall assume responsibility for the management of 
its own production equipment, and that the Department of Commerce 
shall establish and manage a mobilization production equipment in- 
ventory made up of idle production equipment and machine tools 
now owned or which may be acquired by the other agencies in the 
Government. 

Under this new system the Department of Defense will be solely 
responsible for the processing of all requests from defense contractors 
and for the leasing of all production equipment and tools owned by 
the three military services. It has been estimated that these items 
total over 400,000 units. 
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In turn, it is anticipated that another 5,000 or 6,000 units, owned by 
agencies other than the armed services, will be under the jurisdiction 
of the newly created Mobilization Production Equipment Inventory 
Group (MPEIG) in the Department of Commerce. These are for 
use In defense supporting production and leasing applications from 
such contractors will be received and processed by this group. GSA 
will handle the actual leasing after the eligibility and certification 
has been made by MPEIG. | 

A strict criteria was established by both the military a Commerce 
for determining the provisions under which tools may be leased and 
the conditions under which leases should be terminated. 

On October &. the Director of ODM issued another directive es- 
pecially designed to further maintain a high state of readiness for 
quick reactivation of production of essential military items which 
are currently utilizing a complete complement of Government tools. 

The order provides that such production equipment owned by the 
Defense Department, which is now being used for producing a specific 
military item at a particular plant, will be kept in efficient operating 
condition in “package form” at, or near the plant, which will need 
them again in the event of an emergency. In this way, every possible 
precaution is being taken to keep the full complement of production 
tools intact for the manufacture of the military items at some future 
time. 

The order further provides that tools owned by Government 
agencies, other than the military, will be stored as a “package” 
adjacent or as near as possible to the manufacturing establishments 
whenever there exists a known defense mobilization need for the full 
complement of tools. 

It is believed that under these recently formulated programs far 
greater flexibility and effective utilization of production equipment 
and machine tools will be realized than ever before. Furthermore, 
these programs should serve as a basis for a more realistic expenditure 
of funds for such equipment in the future. 


FACILITIES CON TRACTS——MACHINE TOOLS 


When NPA first certified the essentiality of the machine-tool pro- 
gram in mid-January 1951, authorization was granted to GSA to 
borrow for this purpose from the United States Treasury under sec- 
tion 304 (b) of the Defense Production Act of 1950. Several sub- 
sequent amendments to the original certification were issued by DPA 
during 1951 and finally, on October 10 of that year, authorization 
was given to GSA for the purchase, installation, and lease of 
Government-owned tools for expansion of facilities in privately owned 
machine-tool plants. This borrowing authority was for a total of 
$50,000,000. It was assumed that the probable ultimate net cost to 
the Government would be about $35 million. This was based on an 
estimated recovery of 30 percent of the gross through eventual sale of 
these facility tools. 

Since 1951, the total of 120 facility contracts involving approxi- 
mately $45 million have been entered into. By August 1953, there 
remained 54 uncompleted contracts valued at about $6 million. 
GSA estimates that, due to cancellations, partial terminations, and 
similar reductions, the gross outstanding commitment will not exceed 
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$42,500,000. This total obligation includes the estimated cost (about 
20 percent of the original contract) to cover transportation, installa- 
tion, rehabilitation, and subsequent expense upon termination of 
leases. 

It will be seen from the following table that nearly 90 percent of all 
the facility tools have been completed and delivered under lease to 
private producers. 


Vumber 

Original facility contracts 120 
Completed contracts . 63 
Incompleted contracts o- 
Cancelled contracts 3 3 
Units Value Percent 

Facility tools delivered 2,087 | $36, 076, 357 85.6 
Facility tools to be delivered in 1973 243 5, 530, 998 13.1 
Facility tools to be delivered in 1954 12 502, 992 1.3 
Total 2, 352 42,110,347 | 100.0 


As in the case of the pool order contracts, NPA and GSA have 
undertaken to reduce the Government commitment on these facility 
tools by checking whether the individual tools undelivered against the 
contracts are still necessary for the defense program. This involves 
consideration both of current requirements and the mobilization readi 
ness program for maintaining expanding machine-tool capacity in 
critical sizes and types. If the machine is not necessary, steps will 
be taken to cancel the contract. 

The machines are generally leased on a basis of 1 percent per month 
of the total cost, for a period of 5 years. While they have a residual 
value to the Government, no substantial resale value is contemplated 
to offset the original cost. The GSA has conservatively assumed that 
the rental income will be realized for an average of 2 years on all 
equipment. Depending on the duration of the defense programs, it 
appears that recovery will be limited to rentals at the rate of 1 percent 
a month of installed cost and GSA estimates that the probable ultimate 
net cost ean be revised to about $33,600,000. 


THE ELEPHANT-MACHINE-TOOL PROGRAM 


In November 1952, DPA authorized another $50 million to be used 
for increasing capacity of the machine-tool industry for the produc- 
tion of certain unusually large, multipurpose precision tools known 
as the elephant-machine-tool program. 

A summary review shows that by mid-August contracts had been 
let for a total of 203 of these huge machines. Some of these require 
2 years or more to build. This program has been accomplished with 
a total of $6.5 million committed as against the $50. million allocated. 
The cost of the program is running far below estimates because many 
manufacturers were willing to use their own funds for expansion on a 
tax-amortization basis. 

It. is estimated that under present circumstances the “elephant” 
program can be completed with an ultimate net cost to the Govern- 
ment of not more than $12 million, and the authorization, therefore, 
has been reduced to only $15 million. 
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DISPOSITION OF GOVERNMENT-LEASED FACILITY TOOLS 


With the possible decreasing need for certain types of machine 
tools, the question of disposition of the Government-leased facilities 
now in the plants of tool builders and their subcontractors has pre- 
sented a serious problem. From all indications, the tool industry has 
no serious objection regarding the tools now leased to their members, 
but they have been deeply concerned over any policy that might lead 
to tools being leased for civilian production in defense- supporting 
plants after the defense need has ended. In their opinion any such 
policy would seriously cripple the machine-tool industry. 

In this connection, the Director of ODM has prescribed a policy 
(DMO VII-4) which precludes the leasing of production equipment, 
owned by either the military or civilian agencies, for nondefense pro- 
duction except when plans for such leasing have been approved 
by ODM. 

The Secretary of Commerce, in a letter to the Director of ODM, 
dated August 6, 1953, recommended that the following procedure be 
adopted for the disposition of all facility tools installed under GSA 
contracts: 


1. The contractor exercise his option to buy the machine or equipment 

2. Upon findings by the Metalworking Equipment Division of the Department 
of Commerce that Government-owned equipment is no longer required for cur 
rent defense production or for the mobilization base, the GSA shall be in- 
structed to cancel the contract in whole or in part. 


2 


3. If the contractor does not wish to purchase, and his use of the machine is 
not necessary for the defense effort, the possibility of his acting as custodian, 
keeping the machine in his plant installed and ready for use, should be explored. 
He should be paid a reasonable fee for storing the tool if he stores it in his 
plant. 

4. If the contractor does not wish to keep the tool installed in his plant, it 
should be put into warehouse and kept as a reserve for a defense need. 

While the details for disposing of facility and “elephant” tools 
will have to be worked out, their final disposition will necessarily be 
governed by the recent policy (DMO VII-4) laid down by ODM. 
In many cases the tools are too large and costly to be removed. If they 
are to remain installed in the lessee’s plant for future emergency needs, 
there is the matter of rental fees to cover the large space and valuable 
floor area taken up while not productive. ‘There arises, therefore, the 
question whether in the case of the big ele ~phant tools, the Government 
should not continue to derive some income from these facilities rather 
than have the expense of maintenance and storage fees. To varying 
degrees many of the other leased facility tools present similar prob- 
lems. These are some of the issues that have to be faced and solved on 
a realistic basis—on a basis that is in the interest of the machine-tool 
industry as well as our national defense. 


ExpaNsiIon Goat ProGram 


Early in the Korean war, it was recognized that to carry out a 
coordinated program of industrial expansion, it would be necessary 
to establish a regular mechanism to analyze the impact of partial 
and full mobilization on the economy and to formulate overall pro- 
gram objectives and expansion goals. The first definite step toward 

387595383 
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developing formal expansion goals that would be in balance with one 
another was undertaken by DPA in March 1951. 

From the beginning your committee has followed this program 
inasmuch as the primary purpose of goals has been to indicate the 
amount of additional capacity or supply which is required to meet de- 
fense needs and for which the Government is willing to grant rapid 
tax amortization as an incentive to industry to expand needed facili- 
ties. Such goals act also as guides in those cases where Government 
aids, other than tax amortization, may prove necessary to provide 
sufficient incentive to industry to increase productive capacity. 

Expansion goals have been set for 233 industries and products. In 
ubout 108 cases the goals have been filled or adequately so by expan- 
sions already certified under the tax amortization program. Better 
than two-thirds of all the goals are 90 percent accomplished, or 
planned. While the target date for many of them extends into 1955 
a large number are well ahead of their construction schedule. 

In the past, requirements have been reviewed in the light of tech- 
nological improvements and changes in long-range defense plans. 
These reviews have called for reexamination of goals to uncover special 
bottlenecks as well as deficiences in major segments of industry. 

ODM has the responsibility for evaluating the facts furnished by 
the interested agencies and establishing the size of the expansion 
goal required to meet the estimated defense needs. Wherever pos- 
sible the requirements are figured on full mobilization. When such 
data are not available partial mobilization needs are used as the base. 
In all cases, frequent review is essential to make sure that the goals 
bear a direct relation with each other and to the future needs. 

Your committee has been pleased to note that ODM, in conjunction 
with the responsible industry division in the Department of Commerce 
and other agencies, has undertaken a detailed study of all two-hun- 
dred-odd goals to make certain that those which remain unfilled are 
valid in that they are still required to meet the defense mobilization 
needs. The military plan to have available their estimated require- 
ments under full mobilization by mid-November. It may be found 
from this study that certain unfilled goals should be revised downward, 
while others should be increased. A further analysis may indicate 
that some goals are not being achieved under the present incentives and 
that some other action will be necessary to further encourage industry 
to undertake the job. In such cases ODM plans to consider additional 
or alternative aids to accomplish the objective. 


MosiLizATION READINESS Proaram 


Mr. Arthur S. Flemming, Director of the Office of Defense Mobiliza- 
tion, prefaced his first quarterly report to the President dated October 
1, 1953, in part, as follows: 

You have charged this Office with the responsibility of coordinating, in your 
behalf, all aspects of the Nation’s defense mobilization program * * *. In order 
to meet this threat [Soviet Russia], our Nation must have a defense mobiliza- 
tion program of such magnitude and effectiveness as to either deter an aggressor 
or, if we should be attacked, to enable us to fight and win. 

This report, reaffirms in more detail, the policy statement issued 
by Mr. Flemming in connection with the mobilization readiness pro- 
gram on July 7, 1953, following consultation with members of the 
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Defense Mobilization Board. The objectives of this program are 
summarized in the following paragraphs set forth in that policy 
statement: 


For nearly 3 years this Nation has been engaged in a very substantial 
program for the expansion of productive capacity to a point adequate for long- 
term readiness against attack upon us and our allies. The major statutory basis 
for the program has been the Defense Production Act, the extension of which 
was approved recently by the Congress. The purpose of that act, as stated 
in the opening declaration of policy, is “to provide for the national defense and 
national security.” 

In this connection, the overall objective of the military and civilization organ- 
izations is to develop a mobilization plan that lies within our material and 
fiscal resources and yet generates the maximum military power that those re- 
sources can support with due consideration of the needs and contributions of 
the rest of the free world. 

Toward this end (1) we are measuring the production potential of our industry 
for hypothetical war years, as well as the support we will receive from the 
materials and facilities of the free world; (2) estimating rock-bottom civilian 
requirements; (3) estimating the share of the production potential that by pre- 
liminary tests it seems possible to allot to war goods and the impact of that 
allotment on the economy; (4) testing the ability of specific industries to supply 
the principal tools, equipment, components, subassemblies, materials, and skills 
needed to produce the pattern of weapons desired by the military within its 
allotment; (5) identifying deficiencies; and (6) estimating exports from the 
United States essential for the security of the free world. 

In those cases where the analyses that are now being made indicate that we 
should expand capacity, that expansion will presumably be concentrated on pro- 
viding long lead-time, difficult-to-produce, and critical types of tools, equipment, 
instruments, materials, energy, and technically trained personnel. 

By supplying or planning for the filling in of these gaps on a highly selective 
basis, we should be able to (1) plan the largest balanced military program fall- 
ing within the limits of fiscal and industrial resources; (2) develop an industrial 
organization capable of supporting a military program adequate to our security ; 
and (3) achieve economy, both in the use of our resources and in the immediate 
burdens placed on industry. 

Through attainment of these objectives, we ean lessen dependence on large 
reserve stocks of end items, at the same time recognizing the necessity of having 
available certain minimum essential reserve stocks of end items to support the 
war effort until war production reaches the required level. 

Your committee and its staff have maintained close contact with all 
phases of the mobilization preparedness program ever since Henry H. 
Fowler, former director of ODM, set up an active planning group in 
September 1952 to develop the techniques and procedures. The orig- 
inal stimulus for this activity stemmed from both ODM and the 
Department of Defense (the Munitions Board and the Joint Chiefs 
of Staff) because it became increasingly apparent that such studies 
were a prime requisite to reliable decisions concerning the practicabil- 
ity of strategic plans and policies relatiing to productive facilities, 
stockpile goods, procurement scheduling, etc. In addition, it was 
recognized that this sort of planning and information was vital to 
other areas, such as agricultural mobilization, stabilization planning, 
fiscal policy, export-import programs, and manpower, to name a few. 

In a program as far-reaching in scope, encompassing as it does 
hundreds of defense and civilian programs, several months were taken 
up in conferences with the many Government agencies involved in 
establishing programs of first priority and developing a universal 
concept of the overall objectives. 

During the period from September 1952 to date, your committee 
staff has received frequent briefings on the progress being made. 
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Although many of the objectives fell far short of the time schedule, 
practically all agencies undertook the first cycle of compiling require- 
ments and many of the civilian agencies followed this phase of the 
work through to completion. These estimates have proven very use- 
ful, especially as a basis for experience and study, as each program 
requirement is interrelated to all the others. 

In directing and coordinating the program, ODM has to rely upon 
other departments and agencies to carry out the program to the maxi- 
mum extent feasible. It looks to the Department of Commerce to work 
with all levels of industry and to other Government agencies to de- 
velop the facts in the areas in which they have the primary interest. 
The Department of Defense, of course, has the primary responsibility 
as the milits ary requirements under full mobilization are the very 
foundation on which any readiness programming must be based. 

ODM has been confronted with a variety of problems i in trying to 
keep the program moving. One of the major ones, in any long ranged 
and complexed task such as this, is the extent to which a high level of 
interest and determination can be maintained among the participat- 
ing agencies charged with accomplishing the job. Most agencies have 
given the program their enthusiastic support. A few have questioned 
the method of approach and delayed action while reviewing and 
resolving various technical aspects of the program. 

The military services encountered basic difficulties in preparing the 
original estimates and, as a result, it was decided that the figures did 
not adequately reflect the military requirements under full mobiliza- 
tion. Moreover, it was the decision of the new defense administration 
that the services should withhold any estimates until a thorough re- 
valuation of the overall “readiness” program and objectives were com- 
pleted. Because the military requirements are basic to any mobiliza- 
tion planning, only limited progress has been made with respect to 
the overall “readiness” program in the meantime. 

Your committee is pleased that most of the deterrent factors appear 
to have been overcome and the participating agencies have indicated 
their intention to move forward with their studies as rapidly as 
possible. 

In this regard Mr. C. E. Wilson, Secretary of Defense, wrote your 
chairman on October 17, in response to an inquiry from the committee 
staff as to his views on the mobilization readiness program, that the 
Department of Defense “fully supported” the statement of policy made 
by the Director of ODM in his recent report to the President. Mr. 
Wilson’s letter read: 

DEAR SENATOR CAPEHART: In response to the request of the staff of your com- 
mittee for my views on the maintenance of the mobilization production base, I 
would like to state that this problem has been receiving and will continue to 
receive our closest attention. The Director of the Office of Defense Mobilization, 
in his recent report to the President, made the following statement : 

“It is our policy to maintain a mobilization base adequate to meet wartime re- 
quirements. But maintenance of the base must be carefully defined if we are 
to avoid costly and ill-advised sustaining and storage programs. 

“It does not mean—and has never meant—keeping in full operation all pro- 
duction lines which were required to meet peak needs of partial mobilization 
during the Korean conflict. 

“It also does not mean maintaining facilities to produce weapons which would 
be obsolete in event of a new war. Nor does it necessarily mean keeping less 
efficient producers operating at a sustaining rate. 

“Maintenance of the mobilization base does mean having in readiness that com- 
bination of facilities, production equipment, and skilled workers whose produc- 
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tion, together with withdrawals from military reserves of weapons, can meet 
rapidly accelerating wartime requirements. It is a dynamic concept. For any 
individual item the relative weight of the elements required for an adequate 
base may change from time to time. As reserves go up, it May be possible to 
reduce the number of operating production lines. As techniques and arrange- 
ments are developed for getting plants back into production quickly, the period 
over which a sustaining rate of production is continued may be shortened. Con- 
versely, when reserves are low, facilities may have to be maintained in a higher 
state of readiness.” 

The above expression of policy is fully supported by the Department of De- 
fense and the programs for which we are responsible are being carried out in a 
manner consistent with it. 

Sincerely yours, 
C. E. WILSON. 

With the revised military requirements scheduled for early comple- 
tion, it is hoped that, within a relatively short time, many of the more 
critical production areas can be determined and decisions reached as 
to the action that should be undertaken by the defense agencies and 
industry to assure our national security in case of a real emergency. 


ALUMINUM ExpaANsIon Program—Tuirp Rounp 


Your committee held hearings on May 26 and June 2, 1952 (Progress 
Report No. 19) upon the status of the aluminum expansion program 

and to review proposals made by the Aluminum Co. of Canada offer- 
ing the United States Government over a million tons of aluminum for 
a stockpile during the years 1952-58. These hearings were directly 
related to the question as to whether efforts should first be made to 
obtain additional United States requirements from further domestic 
expansions. 

As a result of these hearings, your committee issued Progress Re- 
port No. 20, entitled “Aluminum Program,” in which it “urged that 
any additional supply of aluminum found necessar y for stockpile or 
the defense effort be obtained, when economically feasible, from our 
domestic aluminum industry.” 

The third round aluminum expansion program was announced by 

DPA (presently ODM) on October 1, 1952. Carefully prepared esti- 
mates had indicated that the total available aluminum from all do- 
mestic facilities even when the first- and second-round expansions 
were completed in 1955, and operating at capacity together with the 
Canadian imports as estimated at that time, would fall short of 
meeting the full mobilization requirements. 

The policy under which the Government undertook to secure the 
third-round expansion was as follows: 

(1) Expansion to be secured from new domestic producers and 
to be accomplished without the use of Government loans or Gov- 
ernment loan guaranties, if at all possible; 

(2) Tax- amortization assistance to be made available at 85 per- 

cent of total capital cost; and 

(3) Market-guaranty contracts (substantially similar to those 
offered p: irticipants in the first- and second-round expansions) to 
be offered by the Government, committing the Government to 
purchase any otherwise unsold portion of the total production of 
the new facilities for the first 5 years at a weighted-average market 
price. 
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After discussions with a number of potential producers, tentative 
proposals were made for an annual productive capacity as follows: 


Tons 
Olin Industries, Ine ’ 110, 000 
Harvey Machine Co 2 : paubweea te 54, 000 
The Wheland Co : L “ _ 50,000 


Tax-amortization certificates were issued to these companies cover- 
ing the capital cost of the primary reduction plants, the required 
alumina plants, and, in the case of Olin, the captive power facility 
(Wheland and Harvey held options for purchase power). A letter 
was also issued to each of the three stating that on presentation of 
evidence that adequate financing was available and that satisfactory 
arrangements for required raw materials had been made, the Gov- 
ernment was prepared to enter into a formal market-guaranty con- 
tract. 

Shortly after the new administration took office, it was decided to 
defer any further action with respect to these negotiations pending 
a complete presentation of the aluminum expansion program to the 
Defense Mobilization Board. This was made by ODM at the April 9 
and 16 meetings following which the Director of ODM reaffirmed 
the third round on the basis of the agreement reached at the DMB 
meeting. It was the recommendation of the Board that contract nego- 
tiations be concluded providing the certified companies were able 
to meet the policy of private financing without Government loans 
or loan guaranties. Negotiations necessitating either of the latter 
were to be referred to the Director’s office for clearance. 

In line with the established policy, ODM concluded negotiations 
with the Harvey Machine Co. for 54,000 tons annually. Both Olin 
and Wheland, however, advised that they were unable to complete 
the financing within the terms laid down, and specifically requested 
further assistance in the form of Government guaranty of a portion 
of their private loans. 

Although unable to proceed within the framework of the ground 
rules laid down, Olin offered the following proposition: It proposed 
that the Government agree to guarantee one-half of the private loans 
or approximately $100 million representing the cost of the reduc- 
tion and the alumina plants. In turn, Olin agreed to reduce the 
Government’s aluminum-purchase commitments during the first 5-year 
period (unsold production) by an amount equivalent to the loan guar- 
anty. Under this offer the Government’s obligation was to be limited 
at any time to a dollar commitment not in excess of the total it had 
already agreed to undertake under the purchase-clause guaranty. 

This plan was thoroughly considered in a series of conferences 
extending over several weeks. At an August meeting however, the 
Defense Mobilization Board recommended to the Director, ODM, that 
decision be deferred pending further review of the recent contracts 
entered into by the Aluminum Co. of America (Alcoa), the Kaiser 
Aluminum & Chemical Corp., and other independent fabricators with 
the Aluminum Co, of Canada (Alcan). These contracts call for the 
delivery of over 1.5 million tons of aluminum on the part of Alean 
during the period 1953-58. 

While desirous of proceeding with their project, the Wheland Co. 
advised that they were unable to do so without two major changes in 
the original proposal. These were: (1) An increase in the size of 
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project from a 50,000-ton plant to an 85,000-ton, which they now cal- 
culate as the minimum economic unit; (2) a Government guaranty 
of a loan totaling $66.5 million. Wheland agreed to raise an addi- 
tional $15 million working capital by sale of capital stock and would 
pledge its entire resources in the project (present estimated net worth 
is nbout $1.5 million) 

Thus, at the prese nt time, only 54,000 tons of the third-round alu- 
ininum expansion has been att: uined, leaving a deficit of 160,000 tons 
per year in the original objective set by the Office of Defense Mobili- 
zation. 


Aucan’s AtuminumM Orrer To Untrep Svratres INpustry 


Shortly after the Director of ODM had reaflirmed the third-round 
expansion program, the Aluminum Co. of Canada (Alean) announced 
on May 25, 1953, that it had negotiated sales contracts for substantial 
increased shipments of aluminum into the United States during the 
vears 1953-58. These new contracts were entered into with Alcoa 

totaling 600,000 tons, Kaiser 186,000 tons, and for independent fabri- 
cators a set-aside was made for 726,000 tons. Although a similar 
proposal was made to the Reynolds Metals Co. that company elected 
not to participate. These figures indicated a total of 1,512,000 tons 
to be shipped to the United States in the 5-year period—an increase 
of 942,000 tons over any previous Canadian estimate. It is under- 
stood that better than half of the 726,000 tons set aside is already 
under firm contract. 

These increased imports scheduled from Alcan (over 200,000 tons 
in 1956) more than offset the present open balance of 160,000 tons 
in the third-round domestic expansion. 

This Government has received several proposals from Alean, start- 
ing as early as August 1950, offering substantial quantities of alumi- 
num for stockpile purposes on a long-term basis. Because the demand 
for aluminum in this country has far exceeded the supply since the 
Korean outbreak, each new proposal has been carefully considered 
by Government officials. In each case, however, these officials have 
not seen their way clear to accept the offer under the terms proposed. 

It was following the proposal submitted in April 1952 that your 
committee scheduled hearings in order to develop all the facts in- 
volved. Subsequently the committee issued Progress Report No. 20 
on June 30, 1952, which contained the following request on page 15: 

Under the provisiens of this subsection (subsec. (b) of sec. 712 of the Defense 
Production Act of 1950, as amended) your committee requests that any pend- 
ing or future proposal for the purchase of aluminum from sources other than 
our domestic industry be submitted to the chairman of the committee whether 
while Congress is in session or out of session, for review 

Your committee appreciates that any decision regarding the extent 
to which the United States should depend upon outside sources for 
its aluminum supply involves many factors vital to our national 
curity and domestic economy. In time of national crisis or in case 
of an attack upon the North American Continent, the total resources 
of both United States and Canada should be considered in their 
entirety in defense against a common enemy. However, the ques- 
tion that is ever before those responsible for building a strong na- 
tional defense is whether this country should place further reliance 
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upon increased aluminum supply from Canada or whether we should 
further expand our domestic aluminum industry to meet the overall 
requirements. 

The fact that Canada is presently the chief source of aluminum for 
the United Kingdom, as well as other free-world countries, is one of 
the factors our ‘oflic tials have had to consider in evaluating the effect 
that any increased Canadian expansion might have upon the total 
United States supply. This is particularly true in view of Great 
Britain’s 275,000-tons-per-year call rights on Alean’s production in 
addition to other commitments. It will be recalled that it was be- 
cause of outstanding agreements that Alcan claimed that it was not 
in a position to cooperate, as fully as we had hoped, in helping this 
country meet its aluminum shortages resulting from the increased 
military demands following Korea. 

It is understood that the increased supply (942,000 tons) being 
made available to the United States aluminum industries under the 
recent Alcan supply contracts is dependent largely on the develop- 
ment of the Kittimat project to the extent of 180,000 tons annually. 
While the first 90,000-ton expansion is presently under construction 
Alean has indicated that the remaining 90,000 tons will be delayed if, 
for any reason, United States industry does not accept the tonnage 
offer under long-term contracts (presumably 5 years) due to the large 
investments involved. 

This has raised another question, since both Alcoa and Kaiser have 
contracts with the United States Government with “put rights” under 
the market guaranty provisions. Under these contracts the Govern- 
ment is obligated to purchase any unsold production from the expand- 
ed facilities for a term of 5 years. The amount covered by these 
“put” clauses exceed the total quantity these companies have agreed 
to purchase from Alcan. Therefore, unless the Government contracts 
are changed, it is conceivable in an oversupplied market that the Gov- 
ernment may be requested to purchase surplus aluminum from United 
States producers while Alcan continues to make shipments under long- 
term contracts not only to Aleoa and Kaiser, but also to independent 
fabricators, for domestic consumption. In such a case the Kittimat 
expansion would appear to be fairly well protected against any drop- 
off in aluminum demand over the next 5 vears. 

The indications are that these recent supply contracts, together with 
Kittimat’s huge waterpower potential and low-cost production making 
Alean highly competitive with respect to United States markets, have 
tended to deemphasize the urgent need for completion of the third 
round of domestic expansion. 

It is of note that Alcoa’s contract takes up nearly 40 percent of 
Alean’s total offering. The Department of Justice, however, has 
petitioned the United States district court for the Southern District 
of New York to cancel this contract on the basis that it is in violation 
of the antitrust decree outstanding against Alcoa. The case is now 
pending the decision of the court. 

In event the Alcan-Alcoa contract is set aside, present indications 
are that the other primary aluminum producers in the United States 
=a | not be interested in negotiating for the 600,000 tons released 
by the cancellation unless additional fabricating capacity becomes 
available, the principal reason being that the fabricating systems of 
= other producers cannot presently absorb more pig aluminum than 
s already available to them from their own primary facilities. 
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Regardless of the final outeome on the Aleoa-Alcan contract and the 
buildup of potential supply in Canada, your committee feels that the 
interest of national security would best be served by further expansion 
of United States domestic production through the completion of the 
third round or major portion thereof. 

In this connection, it should be pointed out that in all the planning 
of overall requirements, both military and domestic, underlying the 
aluminum expansion program, no provision has been made in the 
estimates to date for possible loss of any primary aluminum plant— 
either in the United States or Canada—through enemy attack 
sabotage. Some of these plants, notably Kittimat and Arvida, Can- 
ada, are especially vulnerable to enemy attack because of their geo- 
graphical locations. In addition, there is also the problem of pro- 
tecting thousands of miles of shipping lanes to keep bauxite flowing 
to them in wartime. 


Ni RTHWESTERN Px WER SITUATION 


The availability of electric power generated by the Bonneville Power 
Administration bears a close relationship to defense production in the 
Northwest. This area is the source of production of approximately 
40 percent of all aluminum manufactured in this country, and approxi- 
mately 10 kilowatt-hours of electricity are required to produce each 
pound of aluminum. One of the principal magnesium plants is lo- 
cated there, and ferroalloys, aircraft. abrasives, paper, and chlorine 
are other important defense products. 

In May of 1953 the Bonneville Power Administration proposed to 
enter into 20-year contracts for the sale of electric power to private 
utility companies. Staff conferences were held with the Assistant 
Secretary of the Interior and the Solicitor, the Washington manager 
of the Bonneville Power Administration, officials of the Office of 
Defense Mobilization, and with representatives of private industry, 
with the view that the national defense should be adequately consid- 
ered in contracts covering the sale of the power. 

The present rate of aluminum production in the Northwest is about 
500,000 tons per year. Of this amount, 70 percent is produced with 
firm power and 30 percent with interruptible power. This production 
requires about 671,000 kilowatts of firm power and 374,000 kilowatts 
of interruptible power. 

The aluminum producers are dependent on an adequate supply of 
power and energy at reasonable rates. In the past the aluminum 
industry has felt the effect of Bonneville power shortages very quickly. 
For some time the aluminum companies have attempted to firm up 
their interruptible power in order to eliminate this threat to their 
operations. Since Korea, the Government has had to step in several 
times to avert the loss of aluminum production resulting from North- 
west power shortages and the Government has paid substantial sub- 
sidies to aid the aluminum producers in obtaining nec essary power 
from emergency sources. 

In Mare h of this year a relatively minor shortage had the effect 
of forcing the aluminum producers to purchase high-cost. power out- 
side the Bonneville system in order to sustain production. In any 
extended shortage the Government would be faced during an emer- 
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gency with considering the payment of a price differential in order 
to keep the power going into the aluminum plants. 

Some of the specific problems related to these contracts in the alu- 
minum industry are as follows: 

The Government has a direct financial stake in the aluminum plant 
of the Reynolds Metals Co. located at Longview, Wash. The capacity 
was expanded to 20,000 tons per year through a Government advance 
payment of $12 million. This advance payment is repayable at the 
rate of 6 cents per pound for all metal produced under the expansion 
contract. The contract provides that these payments are not collec- 
tible at any time when Reynolds is unable to procure power at a 
reasonable rate. The Reynolds Metals Co., in a letter dated September 
21, 1953, and addressed jointly to the Director, ODM, the Secretary 
of the Interior, and the Administrator, General Services Administra- 
tion, has raised this point in connection with their present situation. 

The Harvey plant at The Dalles, Oreg., has a contract with the 
Bonneville Power Administration for 40,000 kilowatts of firm power. 
The company claims it was promised an additional 20,000 kilowatts 
of junior firm power and 60,000 kilowatts of interruptible power. 
The company further claims that the 40,000 kilowatts of firm power 
is not sufficient to permit the plant to start operations and has urged 
that the junior power be firmed up with more reasonable provision for 
interruptible power. 

The Kaiser Aluminum & Chemical Corp., which operates two large 
aluminum-reduction plants and a large aluminum rolling mill in the 
State of Washington, is supplied with power under contract from 
Bonneville. Within the past 2 years, as part of the Government’s 
expansion program, substantial expansions have been undertaken by 
this company at the 2 reduction plants. These new facilities must be 
operated on interruptible Bonneville power until such time as the pres- 
ent interruptible supplies are firmed up. In letters to the Assistant 
Secretary of the Interior, the company has expressed its concern over 
any adverse effect which a failure to firm up at least a part of this 
interruptible power may have on their future cost of aluminum 
production. 

In the interest of national defense, your committee considered it 
to be important that these above problems and similarly related prob- 
lems, be brought to the attention of the Director of ODM and the 
Department of the Interior prior to the signing of the contracts in 
order that the Department of the Interior could give adeqaute con- 
sideration to the needs of electric power by defense industries in the 
proposed contracts. 

In this connection, the Director of the Office of Defense Mobilization 
requested that a “national defense” clause be inserted into the power 
contracts in order that electric power could and would be delivered 
to users needing it for making defense products, without the necessity 
for issuing formal orders with the attendant routine and redtape. It 
was stated that this was needed particularly in case of an intensified 
mobilization effort which would be neither war nor peace, but a stepped 
up production pace. 

The Secretary of the Interior stated that while these contracts do 
not contain specific language reserving additional power for defense 
purposes, it is understood and agreed that should the defense of the 
United States require it, the use of power by Pacific Northwest util- 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 37 


ities and their customers can always be curtailed, through appropriate 
legislation, in favor of defense activities if an emergency demands it. 
The Secretary of the Interior expressed the belief that no special 
clause need be added to these contracts at this time to reinforce the 
right of the Government to preempt power for defense purposes. 

Although the power contracts do not contain a “national defense” 
clause, the Secretary of the Interior directed that a letter accompany 
each new power supply contract between the Bonneville Power Ad- 
ministration and the private utilities making it clear that the contracts 
entered into are subject to the Defense Production Act of 1959 as 
amended. The letter accompanying the contract with the Washing- 
ton Power Co., Spokane, Wash., follows: 


OcTOBER 20, 1953. 
Mr. K. M. Rosinson, 
President, Washington Water Power Co., 
Spokane, Wash. 

Dear Mr. Rosinson: I am attaching hereto two fully executed copies of the 
new power supply contract, No. 14-08—001-10575, between the Bonneville Power 
Administration and the Washington Water Power Co. We are prepared to 
furnish as many authenticated copies of the contract as you may need. 

Before approving your contract and those of the other privately owned util- 
ities, the Secretary of the Interior met with the Director of the Office of Defense 
Mobilization to consider the effect of your contract upon the availability of 
power from Federal plants for defense production. The Director of the Office 
of Defense Mobilization expressed grave concern over the continued necessity 
for the dependence upon interruptible power supplies of Pacific Northwest plants 
producing strategic materials. In accordance with his wishes we are calling 
your attention to the fact that your new contract and all other contracts of the 
Administration for the sale of power are subject to the Defense Production Act 
of 1950, as amended. Whenever required for the national defense, power may 
be diverted from all Bonneville Power Administration contracts in accordance 
with the terms of this act to national defense purposes. The Office of Defense 
Mobilization is currently considering policies with respect to obtaining adequate 
power for defense needs. These policies are being developed in accordance with 
the Defense Production Act of 1950, as amended, for application on a nation- 
wide basis. 

3oth the Secretary of the Interior and the Director of the Office of Defense 
Mobilization have expressed concern over the slim margin of power reserves 
available in the Pacific Northwest region. They also express concern over the 
increasing dependence of utility systems and industrial plants upon the Federal 
Government for power supplies in the Pacifie Northwest. As stated in our 
recently announced power policy it is the aim of the Department of the Interior 
to encourage all of its power customers to reduce their dependence on Federal 
power supplies. It is hoped that our new contract will be of major assistance 
to you in developing a sound program for generation of your own which will 
further decrease the degree of your dependence upon the Federal Government 
for power supply. 

Very truly yours, 
PAUL J. RAvER, Administrator. 


Tue Deconrrou oF NICKEL 


The last of the major material controls was lifted by the Director of 
ODM in a letter addressed to the Secretary of Commerce dated Octo- 
ber 5, 1953, authorizing the removal of controis on nickel in the civilian 
economy at the earliest possible date. The Department of Commerce 
made this order effective November 1. 

For over 60 days the question of whether nickel should continue to 
be controlled was carefully considered by top Government officials. 
The subject was thoroughly discussed on at least three occasions by 
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the Defense Mobilization Board and finally was favorably considered 
at a Cabinet meeting. 

It was on July 29 that the Secret: ry of Commerce, following de- 
tailed studies by NPA, proposed the removal of all restr ictive controls 
on nickel distribution and its usage in the civilian economy. 

Since the Korean invasion, no metal has been controlled more rigid- 
ly than nickel, Under NPA Order M-80 and related schedules, its use 
has been restricted both quantitatively and qualitatively. Industrial 
plants have been limited in the amount that could be placed into proc- 
ess as well as the actual uses to which any plant could put the limited 
amount. These extensive controls were deemed essential because of 
the limited supply in the face of the high military demands for such 
top priority programs as jet engines, AEC projects, and other high 
heating resisting items. 

NPA contended however that their surveys had shown that, under 
present circumstances, the domestic consumer would fair as well under 
a free market distribution during short supply as it had experienced 
under Government control during recent months. In this connection, 
the International Nickel Co. of Canada which supplies 80 percent of 
all the nickel consumed in the United States advised the Secretary of 
Commerce that— 
after taking care preferentially of the military and AEC requirements, the bal- 
ance of our nickel as reported quarterly will be distributed to the civilian 
economy in a fair and equitable manner. 

At first there were varying opinions among the interested agencies 
as to the overall effect. of lifting all nickel restrictions, at one time, 
while such a wide supply-demand gap existed (estimated at 25-30 
percent). Gradually, however, these were resolved in favor of de- 
control when it became apparent that definite steps had been taken by 
Commerce and ODM to provide military requirements including stock- 
pile, to assure equitable distribution to small business, and obtain 
assurance from the principal supplier against unfair price increases 
during the shortage period. 

In addition, practically the entire nickel industry, including the 
nickel producers, steel mills, platers, and fabricating customers of 
nickel containing products, were generally in favor of discontinuing 
all end use restrictions and nearly all favored dropping allocations 
except for national defense contracts. In other words, the industries 
most directly concerned, indicated the feeling that the present distri- 
bution of nickel, even in its short supply could be as effectively and 
orderly accomplished in the open market as it could through the con- 
tinuance of Government controls, and with no more hardships and 
dislocations. 

The following statement issued by the Director of ODM in authoriz- 
ing the nickel decontrol on October 5 sets forth some of the basic 
problems involved. This reads in part as follows: 

It is not anticipated that the supply of nickel will be adequate to meet total 
demands for many months. It is not argued that the shortage will fail to cause 
dislocation and hardship. There is dislocation and hardship under the present 
allocation and use controls, and the essential premise of decontrol is that the 
continuance of the controls will not serve to relieve or assuage that dislocation 
and hardship. In other words, at times like this it is not enough, to justify con- 
tinuing controls, that national defense requirements create a shortage; it must 


also be true that the difficulties which flow from the shortage will somehow be 
eased by the continuance of the controls. 


Oe 
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There is the obvious danger in undertaking decontrol that dislocation and 
hardship will be increased. It is to that possibility that our attention is first 
drawn by the decontrol proposal. The less apparent but more serious danger 
is that the Government’s first responsibility, the national defense, will not be 
adequately provided for. Both of these possibilities must be covered in the 
decision here being made. 

Compelling among the considerations favoring decontrol is the fact that compe- 
tition in a free market is a major factor in the maintenance of a strong and 
dynamic economy. We have ample evidence that a controlled econemy, with the 
best of intentions and the highest of skills, is not likely to prosper. In an emer 
gency controls can save an economy, but if long continued they are almost certain 
to stifle and warp it. There is, therefore, a burden of proof upon the proponent 
of continuing controls to establish clearly and persuasively that distribution of 
the shortage material in a free market, under present circumstances, will be 
less effective or less equitable or less orderly than Government distribution to a 
degree that will aggravate existing dislocations and hardships. 

Your committee has been assured by the Director of ODM that a 
firm program of regular purchases for the stockpile has been agreed 
upon which will assure the meeting of the schedules and, that these 
will be adhered to even though it may be necessary to make slight 
reductions in the present availability to the civilian economy. 

With the decontrol of nickel, effective November 1, 1953, the last 
control on materials widely used in civilian production will be ended. 
Also on November 1, 1953, the restriction on Columbium-tantalum 
will be officially discontinued. ‘This action will end all formal Goy- 
ernment controls set up on materials during the Korean emergency 
except for the specialized industrial metal of titanium. Of course, 
the priorities and allocation, as provided under the defense materials 
system, will continue to be used when necessary to assure production 
and delivery of essential defense and AEC requirements. 


DistriBUTION OF ANHYDROUS AMMONIA 


Early in the third quarter of the year, your committee and other 
Members of Congress began to receive numerous letters from dis- 
tributors and customers all over the country protesting the distribu- 
tion allocation that was being proposed to meet the increased military 
requirements for anhydrous ammonia. As a result your committee 
staff was requested to study the situation. The facts developed can 
be summarized as follows: 

About 65-70 percent of all the anhydrous ammonia manufactured 
is used for fertilizer by the farmers throughout the entire country. 
Industrial applications make up the remaining 30 percent, with such 
military programs as Ordnance and AEC production taking up a 
substantial proportion of the industrial total with limited amounts 
being required by the Nicaro plant in Cuba. 

Since the Korean emergency, all 11 private plants and 4 Govern- 
ment-owned plants (Morgantown, W. Va.; Etter, Tex.; and San 
Jacinto, Tex., are leased to private operators, while the TVA plant 
is Government operated) have contributed to the monthly defense 
requirements on a voluntary, prorate basis. For June 1953, the mili- 
tary “take” represented about 9 percent of the individual capacity of 
each plant. : 

Starting in March 1953, the defense requirements showed a pro- 
gressive increase as additional munition facilities were reactivated by 
the Ordnance Department. It was estimated that the peak would be 
reached by March 1954, when the defense needs would be about. 60 
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percent higher than July 1953. This was quite disturbing news to all 
supplying plants as the majority had been unable to previously meet 
the needs of their regular customers. 

Fortunately the 25-percent increase in additional plant capacity 
which is scheduled for completion by February 1954 should materially 
relieve this situation. Even then, however, it is estimated that the 
defense requirements may represent about 12 percent of total industry 
output in December as against 8.9 percent Jast July and 6.5 percent 
in March 1953. 

When the Department of Defense announced its projected require- 
ments at a meeting of plant officials held at Joliet on June 12, 1953, 
the private plant owners felt it was only equitable for the military to 
look to the 3 Government-leased and TVA plants for at least 50 per- 
cent of their total requirements with the remaining defense needs 
prorated among the 11 private producers. This proposal stemmed 
from the fact that the private owners were aware of certain favorable 
conditions in the Government contracts entered into with the leased- 
plant operators and that such contracts contained a clause which read 
as follows in the Morgantown lease (the other leases contained similar 
clauses) : 

That during the existence of any national emergency, present or future, 
declared by the President or the Congress of the United States, or in the event 
the Secretary of the Army determines that it is necessary in the interest of 
national defense, the lessee shall, within 30 days after receipt of written notice 
from the Government, furnish to the Government such anhydrous ammonia, 
methanol, formaldehyde, and hexamine as may be necessary in the discretion of 
the Secretary of the Army, including the entire capacity of the plant, at prices 
to be agreed upon between the parties, but which in no event shall exceed the 
then current market price of the products herein named. 

The Government-leased plant operators objected to the 50-50 pro- 
posal on the basis that it would create acute regional dislocation and 
cause disproportionate cutbacks in shipments to farmers in some areas 
while the deliveries to farmers in areas served by the private companies 
would be favored. In turn, some of the private companies let it be 
known that they did not propose to participate in a continuation of 
the voluntary pro rata plan for the month of July. The matter was 
referred, therefore, to the Chemical Division of the National Pro- 
duction Authority for solution. 

Several voluntary distribution plans were suggested by interested 
agencies, but none were acceptable to both Government-leased plant 
operators and the private companies. The committee staff held sev- 
eral discussions with NPA, Commerce, and defense officials. The 
Department of Defense took the position that if other than a pro rata 
plan was to be used, it was the responsibility of N!’A to determine 
the individual plant allocations and issue the directives. NPA, in 
turn, was reluctant to place the industry under any system of allo- 
cation control since practically all material controls had been discon- 
tinued by NPA on July 1 (except nickel, titanium, and columbium- 
tantalum). The Defense Department further rejected Commerce’s 
informal suggestion that the military request the leased plants to 
voluntarily contribute a larger share of the total military require- 
ments. As a result, when no decision was reached by July 20 the 
NPA found it necessary, in order to insure August deliveries, to 
advise the military that all plants should supply their pro rata share 
to meet the month’s i All plants cooperated with the under- 
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standing that some agreeable plan would be worked out for Sep- 
tember schedules. 

After several further conferences between various Government 
agencies as well as with industry members a solution of the problem 
was achieved by securing voluntary contributions for subsequent 
months from individual producers which in the aggregate meet the 
military requirements and at the same time result in a minimum of 
dislocation of deliveries to civilian consumers. The contributions of 
the three Government-leased plants and TV A, in relation to their plant 
capacity, were a major factor in working out this industry problem. 


ARMED SrervicEs ProcuREMENT REGULATION—SectTion IX 


After the July 1953 hearings before the Senate Banking and Cur- 
rency Committee, your chairman suggested to the members of the 
Joint Committee that the staff be requested to investigate the alleged 
charges, made by representatives of the Council for Independent 
Business, that the Department of Defense frequently discriminated 
against small business in insisting upon free rights to proprietary 
patents when negotiating procurement contracts. 

In reviewing documented cases presented to the committee, it was 
evident that some of the procurement officers, particularly in the 
Air Force, had been unduly insistent in requesting free rights for 
the Government, in the case of proprietary or background patents, 
although such procedure is not the intention expressed in section LX 
of the Armed Service Procurement Regulation (ASPR). This regu- 
lation entitled “Patents and Copyrights” sets forth the policy with 
respect to the division of patent rights between the Government and 
its contractors. 

Upon further study it was apparent also that this problem was 
by no means limited to small business but rather has been an issue 
of frequent controversy between procurement personnel and con- 
tractors of all sizes. Moreover, the facts indicated that contractors 
have been confronted not only w ith differences of opinion with respect 
to what constitutes a “background” patent but have experienced widely 
varying interpretations on the part of individual procurement officers 
as to other patent clauses relating to the equitable rights of the con- 
tractor. 

It is the contention of industry that the privately owned proprietary 
rights are the lifeblood of a manufacturers’ existence in a competitive 
world and should not be appropriated by or for the Government 
without adequate are In this committee it is interesting 
to note that on March 23, 1953, Mr. D. C. Ramsey, president of the 
Aircraft Industries Association, wrote to Mr. Charles E. Wilson, 
Secretary of Defense, in behalf of that industry as follows: 

Government practices with respect to proprietary and patent rights of con- 
tractors have caused great difficulty and delay in aircraft procurement for many 
years. 

At the present time execution of contracts for missiles and aircraft urgently 
needed for defense purposes is being delayed because of the insistence by Gov- 
ernment personnel on clauses which are unacceptable to industry and are not 
required by existing Government regulations. 

Section LX (Patents and Copyrights) of ASPR was put into effect 
July 1, 1949, following extended discussions between industry and 
Government representatives. Although industry indicated that cer- 
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tain provisions were inequitable, they regarded the overall regulation 
as essentially workable particularly under proper administration. It 
is industry’s claim, however, that in a short time different inter- 
pretations began to be placed on the wording of the regulations. 
‘The impact on the contractors has been considerable, particularly in 
those industries like aircraft and electronics where new designs and 
developments are constantly occurring. 

As a result of representations made late in 1951 to the armed 
services by contractors in the aircraft, electronics, and many other 
industries, a Patent Policy Review Board was established by the 
Secretaries of the Army, the Navy, and the Air Force. After the 
Board had heard the views of industry a report, indicating recog- 
nition of the views advocated by industry, was made to the service 
Secretaries early in 1952. While the Secretaries were studying this 
report, and before it was made available to industry, jurisdiction of 
it was assumed by the Munitions Board. The latter Board proposed 
a revision of section IX which industry groups contended was even 
more unsatisfactory than the previous regulation. 

Mr. D. C. Ramsay, in the interest of the aircraft industry, com- 
mented directly on the revised regulation in his letter of March 2, 
1953, to John C. Houston, Jr., Acting Chairman, Munitions Board, 
which read in part: 

The Patent Policy Review Board in its report and revision of ASPR, section IX, 
obviously has made an effort to meet and overcome the objections of industry to 
section LX, effective July 1, 1949. On the whole, its revision could be made satis- 
factory to industry with a number of changes of relatively minor nature. How- 
ever, the revision prepared by the subcommittee of the Munitions Board has 
superseded the revision prepared by the Patent Policy Review Board. The revi- 
sions in the report by the Munitions Board are largely unacceptable to industry. 

The difference between the philosophy of industry and that of the Munitions 
Board is so great that we request a hearing before the Munitions Board, includ- 
ing specifically the Under Secretaries of the three armed services anid its Chair- 
lInan. At that hearing witnesses will be produced and briefs will be filed express- 
ing in detail the views of industry. 

In this same connection, Mr. John L. Sullivan, counsel for the joint 
electronics industry committee, wrote Col. H. G. Fortune, United 
States Marine Corps, Acting Chief, Office of Procurement, Munitions 
Board, on February 27, 1953, along the following line: 

The general reaction of our committee of the electronics industry to the pro- 
posed revision is one of combined— 

(@) Frustration: Because the proposed revision incorporates so few of the 
major changes in defense patent policy presented to the Patent Policy Review 
Board by our committee and other industry representatives ; 

(0) Disappointment: Because the proposed revision pays such scant atten- 
tion to the recommendations of the Patent Policy Review Board, a board of 
mature and responsible general and flag officers, particularly experienced in 
problems of patents and procurements ; and 

(c) Anxiety: Because the proposed revision, in the teeth of both industry 
testimony and the recommendations of the Patent Policy Review Board, would 
impose upon the electronics industry patent policies. which are in so many ways 
so much more onerous than those presently contained in section IX as to jeop- 
ardize satisfactory production of essential electronics equipments for the military. 

The Department of Defense evidenced its concern over these and 
other industry reports received by the Patent Policy Board, and their 
possible adverse effect on the defense program, by arranging for each 
of the Under Secretaries of the respective services to issue a directive 
advising that the policy set forth in ASPR, section 9-107.3, was to 
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be observed in future contract negotiations. The following excerpts 
are taken from the directive issued April 9, 1952, by Archibald 3. 
Alexander, Under Secretary of the Army, to the Chief of Staff, G—4. 
The directives issued by the other two Under Secretaries were similarly 
worded : 


A review of the comments received from important segments of industry to 
this date by the armed services Patent Policy Review Board disclose three ver) 
important sources of dissatisfaction among contractors, the second and third 
sources flowing from the first. These are: 

(@) It is the administration of the policy rather than the policy itself which 
causes difficulties ; 

(6) The demand for reproduction rights and rights under background patents 
when not required by present policy ; 

(c) The inclusion of “patent rights” clauses in other than research and develop 
ment contracts. 

The insistence of some contracting officers upon obtaining patent rights not 
required by the ASPR is causing delay and dissatisfaction and is considered to 
be detrimental to the best interests of national defense. One practice is the 
placing of ASPR 9-107.3—Reproduction rights under background patents 
in contracts wherein “equitable circumstances” do not justify such inclusion. 
Another erroneous practice which should be avoided is the insistence upon patent 
rights clauses in other than research and development contracts. An example of 
this is the inclusion of ASPR 9-107.1 (d) in supply contracts. 

Section IX was promulgated after approximately 2 years of cooperated effort 
between a committee of the armed services and numerous committees and indi 
viduals representing industry. Although deviations therefrom were contem 
plated, if a deviation ran to policy, it was only granted if it could be done 
“across the board.” 

The records indicate that there was considerable variance as to the 
extent to which these directives were implemented within the three 
services. While the Navy, for instance, published and circulated the 
instructions to all interested personnel and the Air Force issued in 
structions to the Wright-Patterson Base, little, if any, implemen- 
tation was authorized by the Army materiel headquarters staff. It 
is claimed that the reason for this was due primarily to a difference 
of opinion as to whether such a policy was in the interest of national 
defense. 

Shortly after the above directive was issued, Mr. Roger Lewis, 
Assistant Secretary of the Air Force, visited the Wright-Patterson 
Air Force Base on April 23, at which time he was presented with the 
impasse that had developed between the AMC and several contractors 
with respect to the inclusion of the background patents in certain 
contracts under negotiation. 

As a result of these findings, the Assistant Secretary issued a di- 
rective on April 29, 1953, to the Deputy Chief of Staff, Materiel, 
USAF, dealing at length with this subject. This directive was made 
effective at the Wright-Patterson Air Force Base on May 8, 1953. It 
read as follows: 

Memorandum for General Cook, AFMDC, 4260. 
Subject: Background patents (ASPR 9-107.3). 

I refer to our visit to Wright-Patterson Air Force Base on April 23, during 
which there was presented for consideration the impasse between AMC and 
several contractors with respect to the inclusion of the so-called background- 
patents clause in certain important development contracts under negotiation. My 
understanding is that this difference of opinion between the Air Materiel Com- 
mand and industry has occurred periodically and that a policy determination 
is considered advisable if further controversies with respect to the use of this 
clause are to be avoided. 


38759—53——_--4 
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There is not involved here any dispute with respect to the right of the Air 
Force to include the foreground patents clause in development contracts. This 
right industry freely admits. However, industry challenges the Air Material 
Command practice of requesting the inclusion of the background-patents clause 
in development contracts. It is industry’s contention that the quickest way t 
destroy incentive on the part of the Air Force contractors is to require them te 
turn over to the Government, without compensation, rights to patents which 
have been developed by them with their own resources. 

Section IX of ASPR, entitled “Patents and Copyrights” sets forth the policy 
of the Department of Defense with respect to the division of patent rights be 
tween the Government and its contractors in development contracts, and is as 
much concerned with protecting the rights of the contractor as those of the 
Government. While section IX provides for the obtaining of rights to fore- 
ground patents under development contracts, it was intended that contractors 
would rarely be required to turn over to the Government, without compensatiot 
therefor, the rights to background patents. This intention with respect to 
background patents has apparently been observed by both the Army and Navy 
but not by the Air Force. For example, it has been reported to me that (a) 
Army Ordnance rarely requests rights to background patents, if at all; (0) 
Navy Ordnance requested such rights once in the past year; (c) Navy Burean 
of Ships has not requested these rights at all during the past year; and (d 
Navy Bureau of Aeronautics has used it rarely in the past year not at all since 
August 1952. On the other hand the Air Force has demanded such rights in 
many of its development contracts, particularly in development contracts fo1 
new aircraft and guided missiles. 

This difference in practice between the Army and Navy on one hand and the 
Air Force on the other is somewhat understandable in view of the preseni 
language of ASPR 9-107.3. While it seems to be agreed by all concerned that 
under ASPR 9-107.3 a request for rights to background patents was intended 
to be the exception rather than the rule, the language of ASPR 9-107.3 is so broad 
that almost every development contract could fall within its terms, with the 
resultant requirement of inclusion of the background patents clause. This 
result is hardly understandable when it is recognized that in certain circum- 
stances, as where a contractor has spent large sums of money in developing an 
invention to the point where its practicability has been established or has 
established its practicability as by engineering design, it is proper to exclude any 
such invention from the general license to the Government granted under the 
foreground patents clause. See ASPR 9-107.1 

From the discussion at the Air Materiel Command, it seems abundantly clear 
that, although the present practice of the Air Materiel Command appears to be 
bottomed on the literal language of ASPR 9—107.5, the request for inclusion of a 
background patents clause springs from a general desire to insure to the Govern- 
ment reproduction rights to the item which is the subject matter of the develop- 
ment contract. If this is the case, it would appear that the inclusion of a back- 
ground patents clause would be appropriate in all development contracts rather 
than only those deseribed in ASPR $-107.3. This extreme position, however, 
s not advanced even by those who seek to apply ASPR 9—107.3 literally. 

The Air Judge Advocate, AMC, argues that we should obtain rights to back 
ground patents—without compensation—during negotiation of the development 
contract when we are in a position to utilize our power to select a contractor 
as a bargaining weapon. The desire is to have these rights available at some 
future date if and when the Air Force decides to establish a second source. 
While this desire is understandable, I believe it wrongfully deprives a contractor 
of rights to background patents which it has developed with its own resources 
and at the same time does not in fact insure successful production by a second 
source in the future In the first place, AMC, while relying upon ASPR 9—107.3 
in pressing for reproduction rights, readily offers to except from the right to 
reproduce that it seeks those background patents which are generally recognized 
by industry or have previously been recognized by the Government. It follows 
therefore that we are actually seeking protection against those patent rights 
held by the contractor which are unknown to us and the value of which is rela- 
tively small. In the second place, the background patents clause provides that 
the contractor grants to the Government only those rights to background patents 
with respect to which the contractor has the right to grant licenses without 
becoming liable to pay compensation to others because of such grants. Accord- 
ingly, subcontractors’ rights to background patents are not necessarily obtained 
by the Government. Absent rights to the prime’s background patents which are 
commercially established and absent rights to subcontractors’ background pat- 
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ents, it can hardly be argued that the Government, even under the background 
patents clause, has obtained practical reproduction rights to the end item 

Further, mere rights to background patents are generally insufficient for 
the successful production of aircraft, guided missiles, and major components 
thereof, by a second source in the absence of willing cooperation by the prime 
designer in providing technical assistance and know-how. At such time as it is 
desired to establish a second source, extensive negotiations are carried on with 
the prime designer for such technical assistance and know-how. It would seem 
that the negotiation for rights to any background patents held by the prime 
designer, including those excepted from t!.e background patents clause, should 
be conducted at that time. 

Nor can it be argued that failure to obtain rights to background patents in 
the first instance will prevent the creation of a second source in the future 
Under the act of June 25, 1948 (28 U. S. Code 1498), the Government has the 
right to have manufactured any patented article. The only remedy of the 
patent holder is a suit against the Government for infringement. 

In considering what the policy of the Air Force should be, it seems clear 
therefore that there must be taken into account, among other things, the following 
matters : 

(a) Requests for rights to background patents result in controversies which 
unduly delay the negotiation and execution of important development contracts 

(b) Contractor incentive is destroyed by the Government’s attempt to obtain 
rights to privately developed background patents without compensation therefor 

(c) Inventions which may be of vital importance to national defense may never 
be used because of a natural reluctance to incorporate them in devices covered 
by background patents clauses. 

(d) It is unrealistic to assume that, where rights to background patents ar 
conveyed under the development contract, we are not paying for them in the 
contract price. 

(e) Since we are willing to except from the background patents clause com 
mercially established patents, it would appear that we are concerning ourselves 
with only those inventions which are unknown to us and the value of which 
is relatively small. 

(f) Notwithstanding the obtaining of rights to background patents, successful 
production by a second source cannot generally be insured if the prime designer 
does not agree to provide technical assistance and know-how. 

It is my view that the Air Force has much to gain and little to lose by not 
demanding that the development contractor turn over to the Government 
without compensation—rights to background patents. Accordingly, pending 
revision of section D of ASPR, it shall be Air Force policy in connection wit] 
the negotiation of research or development contracts not to request rights t 
background patents under ASPR 9—-107.5. Air Force participants in the current 
proceedings to revise section D of ASPR will be guided thereby and will 
elimination of ASPR 9-107.3. 


seek 


Following further conferences with the Department of Defense, 
your chairman and staff held a meeting on July 31 with Mr. Roger 
Kyes, Deputy Secretary of Defense, and Leonard Niederlehner, Assist- 
ant General Counsel (Logistics) to determine what positive steps 
were being taken currently to revise the regulation in a manner that 
would protect the rights of the contractor as well as the interest of 
the Government. 

The Deputy Secretary advised your chairman that definite action 
had already been started and that a complete study of industry’s 
recommendations with respect to certain provisions in the Armed 
Service Procurement Regulation was currently in process. It was 
further pointed out that both the Secretary and Deputy Secretary of 
Defense fully recognized the vital role inventors and designers play in 
our national defense and, therefore, every effort will be made to ex- 
pedite the establishment of policies and practices that will stimulate 
and encourage individuals and industries to want to contribute to the 
fullest in making our defense eq:ipment superior to that of any other 
nation. 
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ComMMITYrRE PuBLICATIONS 


The complete list of your committee’s printed reports is as follows: 


Hoarding and Strategic Materials: Hearing before the Joint Committee on De 
fense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on automotive 
sales and financing, December 6, 7, 8, and 11, 1950. 

Progress Report No. 1: Discussion of Defense Production Act, Eric Johnston and 
Michael DiSalle, February 9, 1951. 

Progress Report No. 2: To hear Charles E. Wilson, Director of Defense Mobiliza- 
tion, February 8, 1951. 

Progress Report No. 3: Wage Stabilization Board and Defense Production Ad- 
ministration, February 13, 1951. 

*Progress Report No. 4: To hear Michael VY. DiSalle, Director, Office of Price 
Stabilization, March 2, 1951. 

Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle on 
cotton controls, March 8, 1951. 

Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amorti 
zation program, March 19, 1951. 

*Progress Report No. 7: Charles E. Wilson, Director, Office of Defense Mobili- 
zation on his April 1 report to the President; opinion on Government contracts 
by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: William H. Harrison, Administrator, Defense Production 
Administration, tax amortization and certificates of necessity, April 12, 1951. 
*Progress Report No. 9: Witnesses on the meat production and supply situation, 

June 13. 15, 1951. 

Progress Report No. 10: Charles E. Wilson, Director, Office of Defense Mobiliza 
tion: Manly Fleischmann, Administrator, Defense Production Administration ; 
and Michael V. DiSalle, Director, Office of Price Stabilization, price regula 
tions, allocations, and priorities, November 26 and 27, 1951. 

Progress Report No. 11 (S. Rept. No. 1061) ; Steel, copper, and aluminum alloca 
tions survey, January 15, 1952. 

rogress Report No. 12: Gordon Dean, Chairman, and others from the Atomic 
Energy Commission, discussion of Savannah River project, November 27, 1951 

’rogress Report No. 13 (S. Rept. No. 1107) : Machine tools, January 23, 1952. 

Progress Report No. 14 (S. Rept. No. 18310): World supply, United States pro- 
duction, consumption, imports and exports of steel, copper, and aluminum, and 
domestic requirements and allocations, March 17, 1952. 

Progress Report No. 15 (S. Rept. No. 1062): Electric power study, January 15, 
1952 

*Progress Report No. 16: Charles E. Wilson, Director, Office of Defense Mobiliza 
tion, and Manly Fleischmann, Administrator, Defense Production Adminis 
tration, on second quarter 1952 allocations, January 9, 1952. 

Progress Report No. 17: Charles Sawyer, Secretary of Commerce: Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edward 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 allo- 
eations, January 15, 1952. 

Progress Report No. 18: Arthur 8. Flemming, Assistant to the Director—Man 
power, and Rodolfo A. Correa, General Counsel, Office of Defense Mobilization, 
on procurement in labor-surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum proposals, 
May 26 and June 2, 1952. 

Progress Report No. 20 (S. Rept. No. 1987) : Aluminum program, June 30, 1952. 

Progress Report No. 21: Henry H. Fowler, Director, Office of Defense Mobiliza 
tion, on current and future defense activities, October 1, 1952. 

Progress Report No. 22 (S. Rept. No. 2): A study of consumer commodity prices 
and margin spreads, October 22, 1953. 

Progress Report No. 23: Hearing on price control and OPS activities, November 
19, 1952 

Progress Report No. 24 (H. Rept. No. 1): Aluminum expansion program and 
competition, January 2, 1953. 

Progress Report No. 25 (S. Rept. No. 154): Review of tax amortization pro- 
gram, April 20, 1953. 





*Supply exhausted ; no longer available 
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Progress Report No. 26: Hearing of ODM, Munitions Board, and GSA on 
Defense Manpower Policy No. 4. 


Actriviries oF AGENCIES Havine Funcrions UNperR DEFENSE 
Propuctrion Act 


All Federal departments and agencies performing functions under 
the Defense Production Act were requested to submit reports of their 
activities for the year. These reports will be found in the appendix 
to this report. 

Also included in the appendix are Executive orders issued under au- 
thority of the Defense Production Act; the Defense Production Act 
of 1950, as amended by the Defense Production Act amendments of 
1951 and 1952; and the Defense Production Act as it exists on July 1, 
1953. 
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OFFICE OF DEFENSE MOBILIZATION 


OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., September 22, 19538. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D.C. 

DrAR SENATOR CAPEHART: As requested in your letter of August 7, 1953, fol- 
lowing is a brief factual summary of the operation of the Office of Defense Mobi- 
lization during the past year under the Defense Production Act, for inclusion in 
the Third Annual Report of the Joint Committee on Defense Production to 
Congress : 

Reorganization Plan No. 3, which became effective on June 12, 1953, trans- 
ferred to the Office of Defense Mobilization the statutory responsibilities which 
were formerly vested in the National Security Resources Board and all the stock 
piling functions formerly vested in the Munitions Board of the Department of 
Defense. On June 17, the President signed Executive Order 10461, transfer- 
ring to the new Office of Defense Mobilization the duties and responsibilities 
previously assigned to the old Office of Defense Mobilization, including the duties 
and responsibilities previously assigned to the Defense Production Administra- 
tion in connection with the Defense Production Act of 1950, as amended. Opera- 
tions of the Defense Production Administration in the past year, prior to the 
merger, are accordingly included in the appropriate sections of this report. 

On August 14, 1953, the President signed Executive Order 10480, providing for 
the administration of remaining defense production and supply functions under 
the Defense Production Act of 1950, as recently amended. In effect, this order 
consolidates in one order the substance of, and supplants numerous outstanding 
Bxecutive orders, and revokes 13 prior Executive orders. The order continues 
in the Director of the Office of Defense Mobilization substantially the same re- 
sponsibilities which he has heretofore had respecting supervision and programing 
of activities under the Defense Production Act of 1950. The order also con- 
tinues, with only minor modifications, the responsibilities heretofore assigned 
pursuant to the Defense Production Act of 1950 to other agencies, including the 
Departments of Agriculture, Commerce, the Interior, and Labor, the Board of 
Governors of the Federal Reserve System, the General Services Administration, 
and the Export-Import Bank of Washington. 

Section 101 (a) of Executive Order 10480 provides that “the Director of the 
Office of Defense Mobilization shall, on behalf of the President, coordinate all 
mobilization activities of the executive branch of the Government, including all 
such activities relating to production, procurement, manpower, stabilization, 
and transport. Every officer and agency of the Government having functions 
under the Defense Production Act of 1950, as amended, delegated, redelegated, 
or otherwise assigned thereto by or under the authority of the President after 
the date of this order (whether heretofore or hereafter acquired, or acquired by 
this order) shall perform the said functions subject to the direction and control 
of the Director of the Office of Defense Mobilization.” 

Pursuant to the Defense Production Act of 1950, as amended, and Executive 
Order 10480 of August 14, 1953, certain of the functions conferred upon the 
Director of the Office of Defense Mobilization are delegated in Defense Mobiliza- 
tion Order No. 30 of August 14, 1953, as follows: 

“1. The functions of the Director of the Office of Defense Mobilization under 
title I of the Defense Production Act of 1950, as amended, are hereby delegated 
to those officers and agencies named in section 201 of Executive Order 10480, with 
respect to the areas of responsibilities designated, and subject to the limitations 
prescribed in that section. 


49 








50 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


“2. The functions conferred upon the Director of the Office of Defense Mobili 
zation by sections 310 (b) and 311 (b) of Executive Order 10480 to certify the 
essentiality of loans to the Reconstruction Finance Corporation and the Export 
Import Bank of Washington are hereby delegated to the Administrator of General 
Services to the extent that such loans are a part of and in accordance with the 
terms of programs certified by the Director of the Office of Defense Mobilization 
pursuant to section 312 of Executive Order 10480. 

‘8. The functions conferred upon the Director of the Office of Defense Mobili- 
zation by section 304 of Executive Order 10480 relative to the encouragement 
of the exploration, development and mining of critical and strategic minerals 
and metals are hereby delegated to the Secretary of the Interior for programs 
within the United States, its Territories and possessions, and to the Admin- 
istrator of General Services for foreign programs. The functions delegated by) 
this section shall be carried out in accordance with programs certified by the 
Director of the Office of Defense Mobilization.” 

In order to perform the central programing and other functions assigned to 
the Office of Defense Mobilization in Executive order 10480, pursuant to the 
Defense Production Act of 1950, as amended, as well as to carry out the statu- 
tory responsibilities conveyed under Reorganization Plan No. 3, the Office of 
Defense Mobilization has been reorganized into 7 major areas under 7 Assist- 
ant Directors, in addition to the Deputy Director provided by law, as follows : 

The Assistant Director for Financial Policy is the principal adviser to the 
Director on all financial policy questions involving the utilization of the 
$2.1 billion revolving fund provided for in the Defense Production Act, the 
processing of tax-amortization certificates, and the expenditure of funds 
under the Strategic and Critical Materials Stockpiling Act: 

The Assistant Director for Production Requirements and Programs is re- 
sponsible for developing policies and reviewing the exercise of delegations of 
authority to other agencies, in connection with current and future produe- 
tion programs and controls, for the collection and validation of require- 
ments, and for determining the availability of capacity to meet these 
requirements ; 

The Assistant Director for Materials has the principal responsibility for 
the coordination and direction of the Government's activities in the de- 
fense materials area, including the making of recommendations in both 
materials expansion programs and stockpiling operations; 

The Assistant Director for Stabilization has the responsibility for de- 
veloping plans and measures, including regulations and draft legislation— 
consulting with the Senate and House Banking and Currency Committees for 
this purpose—which would enable the Government to act effectively and 
expeditiously against inflationary pressures in the event of emergency ; 

The Assistant Director for Non-Military Defense is responsible for the 
development of policies, programs, and standards to minimize the effects 
of enemy attacks on industry and Government; to assure continuity of 
essential production, Government functions, and community services, in the 
event of attack; and to restore industrial and governmental facilities after 
attack ; 

The Assistant Director for Manpower, as the principal adviser to the Di- 
rector on manpower questions, is responsible for directing and coordinating 
the manpower activities of the Federal Government necessary to the ac- 
complishment of current and projected defense-mobilization programs; 

The Assistant Director for Telecommunications is responsible for co- 
ordinating in the executive branch of the Government the development of 
telecommunications policies, plans, and programs designed to assure maxi- 
mum security to the United States in time of a national emergency. He also 
coordinates the assignments of radio frequencies to Government agencies, 

The staff of this office on September 5, 1952. totaled 133 full-time persons 
On September 18, 1953, after absorbing the additional duties formerly vested 
in the National Security Resources Board and the Defense Production Adminis- 
tration, and the stockpiling funetions of the Munitions Board, the Office of 
Defense Mobilization staff totaled 296. 
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I trust that the enclosed information on Office of Deferse Mobilization activi- 
ties in the past year, including an account of Defense Production Administration 
activities, will prove satisfactory for your purposes in preparing your report to 
the Senate and the House of Representatives. 

Sincerely yours, 
Vicror E. CooLey, 
For ARTHUR S. FLEMMING, 
Director. 
FINANCIAL PoLicy ACTIVITY 


1. The principal programs conducted under the supervision of the financial 
policy activity are the tax amortization program provided for in section 124A 
of the Internal Revenue Code, the loan and guaranty program provided for 
in section 302 of the Defense Production Act, and the contractual arrangement 
program provided in section 303 of the Defense Production Act. These pro- 
grams have as their purpose the expansion of productive capacity and supply 
in order to strengthen the Nation to oppose aggression and promote peace. 

The tax amortization program has been the tool most extensively employed 
for this purpose. It provides for the encouragement of defense expansion 
through private-capital investment by permitting accelerated deductions for 
income-tax purposes over a period of 60 months of that portion of the cost of 
the facilities certified as necessary in the interest of national defense. The 
certifying authority designated by the President is now the Office of Defense 
Mobilization. Tax amortization is not in addition to the normal depreciation 
which every businessman is entitled to in order to recover the cost of his capital 
investment tax free. It is, rather, in lieu of the normal depreciation deduction 
provided for by section 23 (/) of the Internal Revenue Code. Tax amortization 
speeds up or shortens the time period within which such depreciation deduction 
an be taken. Thus, if a businessman is normally entitled to deduct the cost of a 
machine tool over a 15-year period, tax amortization will permit him to deduct 
over a 5-year period that portion which has been certified. Tax amortization 
does not, therefore, give him an overall greater deduction but only a more rapid 
recovery of capital investment. Further, in order to be of value to the tax- 
payer, he must make the capital investment and produce income sufficient to 
utilize the deduction. 

Another important tool is the Defense Production Act provision (sec. 302) 
for direct Government loans and loan guaranties. These loans and loan guar- 
anties to private business enterprises may be made for the expansion of capacity, 
the development of technological processes, or the production of essential 
materials, including the exploration, development, and mining of strategic and 
critical metals and minerals. ODM was designated by the President as the 
certifying authority for these loans. Certificates are not issued when it is 
determined that defense needs can be met by tax-amortization assistance with 
private financing. Such loans may be made only when financial assistance is 
not otherwise available on reasonable terms. 

Still another important tool provided by the Defense Production Act (sec. 
308) is the provision for certain contractual arrangements such as: (1) The 
purchase of or commitment to purchase metals, minerals, and other materials 
for Government use or resale; (2) the encouragement of exploration, develop- 
ment, and mining of critical and strategic minerals and metals; and (3) the 
installation of equipment in industrial facilities owned by the United States 
and private enterprises. Fiscal authorization is provided in section 304 wherein 
the President is authorized to utilize existing Government agencies which may 
borrow necessary funds from the Treasury subject to the approval of the Presi- 
dent; provided that the amount borrowed does not exceed an aggregate of 
$2.1 billion outstanding at any one time. 

2. Summaries of activities under each program are attached. 

The tax amortization, loan, and contractual arrangement programs have en- 
joyed the cooperative efforts of other Government agencies and of American 
industry. Certain agencies have been delegated precise duties and responsibili- 
ties by Executive order. These delegate agencies are the Department of Agri- 
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culture in the fields of food and food products, the Defense Transport Adminis- 
trator (Interstate Commerce Commission) in the fields of surface and inland 
water transportation and public storage, the Department of the Interior in the 
fields of electric power, petroleum and gas, solid fuels, fisheries, and minerals and 
metals (in part later delegated to GSA), and the Department of Commerce for 
all other products and services. These delegate agencies study supply and re- 
quirements data, evaluate shortages, recommend specific expansion programs 
to ODM, evaluate individual expansion proposals from industry, recommend 
action on individual applications and programs to ODM, and follow up with 
industry on expansion programs to assure completion. 

The Defense Department and the Atomic Energy Commission and other claim- 
ant agencies also report their requirements to ODM and to the delegate agencies. 
Other agencies such as the Department of Labor, Department of Justice, Small 
Defense Plants Administration (now Small Business Administration), and the 
Federal Civil Defense Administration also participate as advisers in their special 
fields of responsibility. Efforts have been made to promote dispersion and pro- 
tective construction while encouraging expansion of productive capacity and 
supply. 

ODM balances the level of expansion to be sought, establishes expansion goals, 
establishes policy and publishes regulations and criteria covering the use of 
financial incentives to encourage expansion of productive capacity and supply, 
and certifies or delegates authority to certify individual expansion projects. 

American industry, fer its part, makes the investment to provide the plants 
and facilities necessary for the defense effort and, through formally established 
advisory committees, advises the Government on problems relating to the national 
security. 

3. The effectiveness of the programs may be measured by the extent to which 
productive capacity and supply have increased during the emergency period. 
On a dollar basis, national private plants and equipment expenditures have 
been stepped up from a preemergency period rate of approximately $19 billion 
annually to approximately $26 billion annually for 1951-52 with current surveys 
indicating an increased rate of expansion for 1953. 

On an industry-by-industry basis, increases under way or planned in some vital 
industries range from a 23-percent increase in steel-ingot capacity to a 4,300- 
percent increase in titanium metal. Electric-power capacity will increase 56 
percent, primary aluminum capacity 143 percent, and magnesium capacity 512 
percent. Substantial increases in capacity are also under way in railroad, 
chemical, aircraft, and many other military and defense facilities. The con- 
tractual arrangement programs have aimed at providing adequate supplies of 
many critical items such as copper, nickel, manganese, and aluminum for defense 
production and the national stockpile. 

It is to be noted that the effectiveness of the program has been in large part 
due to the effectiveness in employing all three aids separately or in combination 
so as to obtain the necessary expansion at the lowest cost to the Treasury. Im- 
portantly, too, these expansions have been accomplished with minor public fund 
expenditure. This is to be contrasted with the World War II expansion when 
public funds were used for more than 70 percent of plant expansion. 

4. All of the above programs continue to be necessary to the extent that certain 
deficits still exist in the Nation’s need for productive capacity and supply and 
to the extent that other deficits may develop. The programs are constantly 
undergoing examination and a substantial reduction in the programs is taking 
place because of the accomplishment of capacity and supply objectives in many 
segments of the Nation’s industrial plant. 

5. Small business is definitely involved in these programs and the financial 
policy activity has established liaison with the former Small Defense Plants 
Administration and now Small Business Administration, and the Office of Small 
Business of the Department of Commerce. Small-business applications are 
identified for expeditious treatment, portions of expansion goals have been set 
aside for small-business participation, and small business has received additional 
percentages of certification. The financial policy activity has also cooperated 
with Small Business Congressional Committees and has acted as liberally as 
possible where small business has been involved. Further, the section 302 loan 
program has aided many small-business concerns and permitted their partici- 
pation in the defense effort. 
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6. The financial policy activity has worked closely with the Joint Committee 


j on Defense Production and among the more important recommendations or sug- 
; gestions which have been followed is the recommendation that the definition of 


: “national defense” be kept within reasonable bounds. Along these lines, as- 
sistance has been denied to railroad passenger cars and terminals, local bus and 
streetcar transportation, shopping centers, banks, hospitals, private housing not 
at isolated production plants, private farm improvements, food-processing plants, 
nonmetallurgical coal, nonmilitary tires, cellophane, paper cups, and other similar 

: facilities, services, and products. More recently, the definition of national de- 

; fense has been further limited to a “demonstrably important relation” to the 

defense effort. 

7. Major problems now confronting the programs are the further identification 
of critical deficiencies and the elimination of assistance in those areas in which 
either expansion needs have been filled, capacity appears to be adequate, or where 
normal expansion can be expected to provide the capacity which is necessary in 
the interest of national defense. 

. 8. The future objectives of the programs continue to be the same as the past 

and present objectives; that is, to encourage the necessary expansion of produc- 

j tive capacity and supply in order to strengthen the capacity of the Nation to 

j oppose aggression and to promote peace. 

9. The programs will continue to be necessary to achieve the capacity 
. to remedy demonstrable defense deficiencies. 


required 


Report on tar amortization applications as of biweekly period ending 
Aug. 26, 1953 


Cuauulative to date 


A mount 
















Z, eee Number Percentage (in thou- Percentage 
< sands 
2 
= (a) (b) (ce) (d) 
1 | Total filed 26, 529 100.0 \$39, 164, 991 100. 0 
2 | Total processed 25, 937 97.8 | 37, 779, 183 96. 5 
3 | Total pending 592 2.2 1, 385, 808 3.5 
Current period Cumulative to date 
: S | Amount (in Amount (in 
i Analytical breakdown Number thousands Number thousands) 
3 
= (e) ( (g) (h) 
4 | | Total filed. 89 $256, 473 26, 529 $39, 164, 991 
| Total processed: ; 
| Certificates outstanding: 
5 | Number and amount applied for 128 $303, 153 17, 959 $29, 230, 434 
6 Amount certified $287, 183 $28, 079, 678 
7 Percentage amortized 4 60 
: s Amount amortized $155, 234 $16, 972, 677 
j , Certificates canceled 
9 Number and amount applied for 5 $22, 947 173 31, 230 
10 Amount certified 703 
11 Amount amortized 
12 Certificates denied 41 7, 137 $5 , 8 
13 Applications withdrawn 5 668 $2, 089, 999 
- ? — 
§ 14 Subtotal processed (items 5 through 
{ xcs ceapeaa 179 $382, 813 25, 937 $37, 779, 183 
: Total pending 
15 In process 587 $1, 378, 474 
16 In transit 5 $7, 334 
17 Subtotal pending 


(items 15 through 
Bs <annesce ae 


1 Current period, 2 weeks. 


$1, 385, 808 
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Loan and Procurement Division workload and performance report as of biweekly 
period ending Aug. 25, 1958 
? wry 


Amount (in 


Number | ‘thousands 


SEC. A. CUMMLATIVE TO DATE 


1. Applications accepted by DPA-ODM for processing 1, 332 $2, 414, 457 
2. Appeals from other agencies accepted for processing 1 ; 75 
3. Application denied or withdrawn J 1,179 2, 189, 347 
4. Applications certified—loan pending 5 _1, 245 
5. Applications certified—loan approved che 139 174, 004 
6. All appeals pending 4 45, 846 
7. Applications pending in ODM ; 6 4, 090 
x Total workload 10 49, 936 
SEC. R. PERFORMANCE DURING PERIOD 
1. Applications on hand—opening 13 47, 138 
2. Applications and appeals received 3 3, 846 
Total workload 7 16 50, 979 
‘4 ‘ ertified 3 SOS 
Cases withdrawn, returned or transferred 3 145 
6. Cases denied 0 0 
Total processed 6 1, 043 
8s. Cases on hand—closing (including appeal . 10 49, 936 
Number from 
a Total Amount (in 
Mil ? thousands 
Delegates aoe Both 
SEC. C. ANALYSIS OF CASES ON HAND 
1. Cases just received—unassigned 
2. Ready for final action 
Await equirements goals 
4. Awaiting reconciliation of recommendations 
Awaiting additional information 1 $3, 321 
6. Awaiting recommendations 
Defense Materials Procurement Agency l 1 75 
Defense Transport Administration 2 2 2, 025 
Aircraft Ordnance and Shipbuilding Division ; 1 1 450 
Chemical Division l 1 85 
General Components Division 1 l 900 
Service Equipment Division 2 2 1, 080 
Maritime Administration 1 1 42, 000 
tities 3 3 3 10 49, 936 


NOTE Excepting appeals, this report does not include loan applications processed through other certify- 
ing agencies as follows 
1. Department of Agriculture for food and food facilities 
2. DMPA for minerals and metals programs. 
RFC for domestic working capital loans 
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Tav, amortization applications—received, pending, and processed, period 
beginning August 13, 1958, and ending August 26, 1953 


Precertification applications | Postcertification applicatior 


Pending 7 Pend 
tefer . 
Delegate agency referral points Ref % al ' ceived ' ceived 
“ode Ir , Ir 
7 hr Total lur 1; a Total 
ODM hand nee ,/ ODM oa te ; 
( 


Defense Solid Fuels Administra- 
tion DSFA l 18 19 I } f 9 
Petroleum Administration for 














Defense PAD 20 ( ( 22 7 ) 
; Defense Fisheries Administration DFA 0 1 
: Defense Electric Power Admin- 
istration DEPA 10 8 18 1 } 1 4 
Defense Materials Procurement 
‘ Agency DMPA 0 7 7 ) $ 13 
Defense Transport Administra 
tion DTA 53 120 3 19 32 32 64 
Department of Agriculture USDA 0 4 { Z 20 
Atomic Energy Commission AEC 
Public Health Service PHS 
Housing and Home Finance 
Agency HHFA 
Maritime Administration MA 0 l l 1 ) I 
Defense Air Transportation Ad- 
ministration _ - DATA l l l l 0 
National Production Authorit 
Industrial and Agricu 
Equipment Bureau 
Agricultural machinery. AGRI 
Construction machinery CAMC 
Electrical equipment ™ ELEC 2 2 1 2 
Engine and turbine ENGN 2 ‘ t 
General components GCOM 5 0 { l 
General industrial equip- 
ment GIEQ 3 4 ; 1 1 
Metalworking equipment.; MWME f 7 23 12 11 
Mining machinery MMEQ 
Motor vehicle MOVH 2 2 t 2 l 1 2 
Railroad equipment TRAN 
Facilities and Construction 
Bureau 
Construction controls CCD 
Industrial expansion__. IED 
Water resources WATR l 2 5 
Textile, Leather, and Spe 
cialty Equipment Bureau 
Aircraft AIRC 17 i 9 1 4] 8 ’ 
Building materials BLDG 1 } 8 l 19 
Communications equip- 
ment COMM 0 l l 
Consumer durable goods CDGS 0 l l 
Electronics ETRX lf 10 of 1 7 10 17 
Leather and leather prod- 
ucts LEAT 2 0 2 
Motion picture, photo- 
graphic products MOTP 1 3 4 2 0 2 
Ordnance and shipbuild- 
4 ing ORD 10 24 4 il 8 19 1 
; Scientific and technical 
§ equipment SITE 0 14 i4 8 F 13 2 
i Service equipment .| SERV 0 15 2 8 8 4 12 I 
q Textile TEXT 1 0 l 2 ( 2 
Metals and Minerals Bureau 
Aluminum and magne- 
sium ; ALUM } 7 l 12 19 1 
Copper COPR 7 8 l 4 
Tron and steel STEE 10 I , > 18 52 50 12 
Miscellaneous metals and 
minerals MSMN 0 3 } l l - 
Tin, lead, and zine rINL 
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Tar, amortization applications—received, pending, and processed, period 
beginning August 13, 1953, and ending August 26, 1953—Continued 


Precertification applications 


Pending 


Referral 


elegate agency referral point 
Delega a C refe 4) polnts code In 
In dele- 
ODM} gate 
agency 
(a (b 


National Production Authority 
continued 
Chemical, Rubber, and For- 
est Products Bureau 
Chemical CHEM § 14 
Containers and packag- 





ing CONT l 6 
Lumber and wood prod- 
uct LUMB 0 1 
Printing and publishing PRIN 0 5 
Pulp, paper, and paper- 
board PAPR 1 1 
Rubber RUBR 1 l 
( f Civilian Require 
: OCR 0 l 
Px eferral 
In process 
Aw ng r itior 
f ipplicant 
rotal, current period 193 399 
Previous period 214 156 
Difference 21 — 57 


Pending 


APPLICATIONS PROCESSED 


CERIIFICATION ACTIONS 


Certificates issued 
Not previously processed . 
Reversals of denials 
Certificates denied 
Withdrawals 


Total final actions. -. 
POSTCERTIFICATION ACTIONS 


Affirmance of prior action, including denials of amendments 
Certificates amended 
Certificates canceled 


otal final actions 
Determinations reversing denials... - 
M iscellaneous actions 


Postcertification applications 


Total Total 
re- re- 
| ceived in ceived 
Total | dur- Total | dur- 
on ing In dele- on ing 
hand | period ODM eae hand | period 
{« (d (e (f (g (h 
19 t 24 19 43 7 
7 2 12 2 14 
l l 1 0 l 
l 0 l 1 
2 4 9 2 
2 2 3 5 
1 l 0 1 
592 89 245 252 497 89 
670 107 276 262 538 118 
78 18 —31 10 —41 29 
Small i Total 
business Other Total 
46 75 | 121 
6 1 | 7 
17 24 41 
2 3 5 
71 103 174 
10 | uv 19 
14 86 100 
1 4 5 
25 99 124 
| 4 
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Summary status of borrowing authority funds authorized under section 304 (b) 
Defense Production Act as of July 31, 1953 


[In thousands of dollars] 


Amount required for certified Net 
Allocations programs Balance |, Change 
to date ‘ 4 " available in balance 
and . for new | #Vailable 
reserve . Probable Working | programs from 
; ’ Total ultimate | “., ‘ital i “| previous 
net cost apita month 
A. Activity—Sec. 302 Defense Pro- 
duction Act: 
RFC— Domestic loans 
Working capital 25, 000 23, 680 
Repayments to June 30, 
1953 6, 200 17, 480 7, 520 +1, 213 
Food and food facilities 4, 000 2, 438 
Repayments to June 30, 
1953 43 2, 395 1, 605 
All others 357, 000 273, 558 
Repayments to June 30, 
1953 “ (12, 500) 261, 058 95, 942 +6, 789 
Export-Import Bank- 
Foreign loans 135, 000 51, 338 
Repayments to July 31, 
1953 (29 51, 309 83, 691 +60, 010 
B. Activity—Sec. 303 Defense Pro- 
duction Act: 
GSA—Purchase-resale, etc 1, 100, 000 1, 081, 858 921, 858 160, 000 18, 142 24, 600 
RFC—Purchase-resale, tin 1, 600 1, 600 1, 600 
DMEA— Explorations 17, 500 14, 575 14, 575 2, 925 —171 
Department of Agriculture 
Defense food programs 46, 000 39, 816 39, 816 6, 184 
Subtotal 1, 686, 100 1, 470, 091 977, 849 492,242 | 216,009 +43, 241 
C, Unallocated reserve: 
By the President 225, 000 225, 000 
By ODM 188, 900 188, 900 
Grand total _-. 2, 100, 000 1, 470, 091 977, 849 492, 242 629, 909 +43, 241 


Issued by Jess E. Pilson, Chief, Loan and Procurement Branch. 


Office of Defense Mobilization, Division of Resources Expansion—Schedule of 
certified programs within borrowing authority allocated (as of July 31, 1953) 


[In thousands of dollars] 


Cumulative 
Net change! __ 
in totals 


Programs f : > 
rom previ- Probable Fit han 
ous month Total ultimate oe 
net cost capita 
A 
* Domestic working-capital loans... ..-...-.- ; —320 23, 680 |......... 23, 680 
Less repayments to June 30, 1953-.- -- eat bietad ‘ . ; 6, 200 
Net balance of domestic working-capital loans ; 17, 480 
Food and food-facility loans: 
® Fruits and vegetable processing. ----- st oa oe J 310 lea 310 
Sorghum processing..................-..- jadduneies wee 228 : 228 
FE I occ ctnecnctsicendéccccccecsus 4 1, 900 aS 1, 900 
Total food and food-facility loans___.-.-..-.- snetedindbedeneaits SA fintaseencce 2, 438 
Less repayments to June 30, 1953_...-- pike netenenmtais Pree sales ‘ i : 43 


Net balance of food and food-facility loans... _._.- 
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Resources Eaxpansion—Schedule of 





Office of Defense Mobilization. Division of 


certified programs within borrowing authority allocated (as of July 31, 195. 


Continued 


{In thousands of dollars] 


Net change 


in totals 














‘umulative 








Program , 
rom previ Probable Working 
ous month Total ultimate 7 
net cont capital 
4 
def 1 Fue Ad nistra 2 564 
Administration for Def 8, 714 
Motor « ci 
R vad 2, 250 
frigerated war ‘ 1, 250 
\ ft, Or ‘ 1ild D 1, 148 “4, 517 
Materials Divisi 1, 404 
( iD 0 S2t 
ini 1 Equipmer ) 2, 451 
D 66 
I | Equipm tb wm 
I Divisic 4 } 0, 918 
\ ind Tu Div 30 50) 
Cc Divis l 2, 5€ 2 563 
‘ Inc EK quipm D ) 1, 222 1, 222 
j D aI 14, 646 44, 646 
1 , t oduct 15 
M vorki I nent Di i 247 oti 
\ n 1 mineral 800 SOU 
\ Divi 2, 516 lt 
D , AD au 
{ I ul nent D t 22 22 
Mo ture ier id photo hi Sb a 
ext D ) St 107 467 
Rer u 120 120 
B l ind 12 125 
Coy ; l 15 
ly 7 60 HO 
Li 92 2 
v ( 0 
MM eta xploration 140 1, 140 
124 124 
7 1, 390 1 ”») 
ther 47 389 73, 558 273, 558 
: : ° / 19 12. 500 
une Il othe 61, 058 
Expor ) Bank 
re Divi 61 61 
Cor 60, 000 $00 100 
M ‘ 15, OOO 15, OOF 
Molyt u 40) 10 
! loa HL 8 1 is 
r Jul 9 
\ an 1, 309 
B 
) MI | 1 ent A ! f 
1 ) 100 27, 100 
Act . PO 
Re 5, 5, 752 
( 41, 600 41, 600 
( 4,000 4, 000 
( ’ 41, 900 41, 900 
( 64, 747 64, 747 
( ( j Dp 91 91 
( ‘ 742 742 
, 168 3, 168 
q 2, 007 2 O07 
4459 959 
I 3, 330 3, 330 
. + Hi 113, 600 113, 600 
45, 000 $5, 000 
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Office of Defense Mobilization, Division of Resources Expansion—Schedule of 
certified programs within borrowing authority allocated (as of July 31, 1953)— 
Continued 


{In thousands of dollars] 


Cumulative 
































Net ct ¢ > 
Programs : p ! 
, ve a — Working 
mo I al l nate capital 
cost 
B—continued 
Defense Materials Procurement Agency—purchase, 
resale, etc.—continued 
Ma Se 00 i 
M ese 1, 280 4 
Mica 9, 755 29 
Minerals development progr 5 
Molybdenum 31, 
Nickel 216, 52 2l¢ 
Rutile 50 
Special petroleum 10, 000 110, 000 
Tin and tungsten 2, 38¢ 2, 386 
Titanium 128, 700 128, 700 
Tungsten 51, 418 51, 418 
Zin 749 7,749 
Working-capital revolving fund 50, 000 50, 000 
lotal purchase, resale, etc +24 600 1, 081, 858 921, 858 160, 000 
| . . ’ 
| Reconstruction Finance Corporation—purchase, resale, 
| tin 1, 600 1, 600 0 
otal purchase, resale, tin 1, 600 1, 600 0 
Defense Minerals Exploration Administration—explo- 
ration 
Antimony If 316 
Asbestos +10 71 
Beryl-:nica 142 
Cobalt-nickel I 531 
Columbium-tantah 45 45 
Copper 7 937 937 
Corundum 32 32 
Fluorspar 16 
Graphite I 
Iron 254 
Lead-zine +52 4, 548 
Lead-zinc-copper 6 2, 259 
M 12 a 
Mercury 
Mik i 
Rare earths 
Rutile 1 
Sulfur 73 
Pale 2 
Tin 1¢ ISN 
Tungsten +31 1, 891 = 
Uranium..._... “s -4 910 
Total, exploration +171 14, 575 14, 575 
Department of Agriculture—defense food: 
American-Egyptian cotton 7, 184 7, 184 
American-Egyptian cottonseed 111 111 
Castor beans: 
1951 _. 227 227 
1952 4,179 4,179 
1953 4, 562 4,362 
Kenaf seed and fiber: 
195 - — | O58 O58 
9 125 » 929 
i95 2, 232 2, 232 
Linsee« 20, 503 20, 503 
rung t 60 
Total defense food a RIE 39, 816 
Grand total. eka —40, 948 1, 488, 863 977, 849 511, 014 
Less total repayments. ._- podabdoesed ; ; 18, 772 18, 772 
Net programs........ er er ae 1, 470, 091 977, 849 492, 242 


88759—53——_5 
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PRODUCTION REQUIREMENTS AND PROGRAMS ACTIVITIES 
CONTROLLED MATERIALS PROGRAMING 


The pattern of programing operations for the year beginning with the third 
quarter of 1952 was characterized by a progressive relaxation of CMP allotment 
controls, delayed in part for several quarters by the intervention of the extended 
steel strike in mid-1952. The work stoppages of April 29 to May 2 and June 
2 to July 25, 1952, which resulted in an aggregate net loss of 18 million imgot 
tons, continued to affect programing operations and allotment procedures through 
the first quarter of 1953. However, the combined effects of an exceptionally 
rapid poststrike recovery in steel production, slackening in consumer durable 
goods demands, and a stretch-out of military production permitted a fairly 
rapid transition between March and July 1953, from the completely closed 
CMP control system to a set-aside type of materials control limiting allocations 
under a new Defense Materials System (DMS) to the direct military, stockpile 
and atomic energy programs, with the balance of controlled materials returned 
to free market operation. 

The combination of increasing supply of basic materials and a reduction in 
quarterly military requirements due to the extending of military production 
and construction programs, together with a general reduction of demand for 
controlled materials for consumer product production, was rapidly bringing 
supply and demand into approximate balance on an overall basis. It was, there 
fore, possible without jeopardizing the overall mobilization effort to further 
relax controlled materials by “open ending,” making certain CMP products avail- 
able without tickets after the expiration of mill lead time. With this situation 
in sight, it became necessary only to assure materials in adequate quantities 
for direct military and atomic energy production and construction. The De 
fense Materials System was developed to accomplish this. This system is 
premised on the establishment of adequate set-asides for direct military and 
atomic energy production and construction, leaving the balance of the controlled 
materials supply open to free competition. In effect, the system continues CMP 
for this military and atomic energy production and construction, but makes no 
provision for CMP tickets for defense-supporting and civilian requirements, 
these areas obtaining these materials on the free market. 

The change in the control system from CMP to Defense Materials System 
has had no ill effects on military and atomic energy production and construction, 
und in some instances has aided production in these areas. However, it has 
created problems in certain shapes and forms for the defense-supporting pro- 
grams, notably electric power and the mining, melting and smelting expansion 
programs. Difficulties in these areas were anticipated and specific electric power 
projects directly connected with military and atomic energy programs were 
assigned military ratings under the Defense Materials System as were certain 
projects for the development of critical military components. To date, how- 
ever, it has not been necessary to expand the Defense Materials System to the 
extent originally anticipated. 

There is a continuing problem involving spot assistance for direct defense- 
supporting items. The Defense Materials System is so designed as to permit 
this spot assistance in the supporting areas without the necessity of the allot- 
ment of materials beyond the direct defense and defense-supporting areas. 

The weaknesses of both CMP and the Defense Materials System are ap- 
parent in that they do not follow the natural flow of materials from supplier 
to ultimate user without the necessity of extensive paperwork, and the time 
required to reimpose CMP in an emergency would be from 6 to 9 months before 
such a control system could be operative. Thus, one of the current tasks for 
ODM is to have devised a more natural and simplified system of control which 
can, regardless of circumstances, be expanded quickly from a bare minimum 
of control over a very limited area to a completely closed control necessary 
under full mobilization conditions. 


EXPANSION GOALS 


During World War II much of the necessary expansion of production facilities 
was achieved at great cost to the Government. The Government subsequently took 
a great loss when the facilities were sold. On the basis of that experience, a 
new approach was followed in the current emergency. It was decided that 
necessary facility expansion should, insofar as possible, be undertaken by private 
industry, encouraged by rapid tax amortization and other financial assistance. 
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As soon as enabling legislation was passed, general regulations were promul 
gated providing for certificates of necessity for rapid tax amortization to expand 
facilities which were both necessary to national defense and in short supply. 
However, since administrative responsibility was diffused among delegate agen- 
cies, there was a lack of uniformity in applying the test of eligibility. 

At the same time the demand for materials necessary for facilities expansion, 
particularly structural steel, began to outrun supply and forced a systematic 
evaluation of the competitive demands. 


Introduction of goals 


The situation had become so aggravated by the accumulation of unprocessed 
applications that ODM Director Wilson declared a moratorium on August 14, 
1951. At the same time, he ordered studies undertaken of the requirement- 
capacity situation in the various industries to determine what expansion would 
be necessary in the interest of national defense and to eliminate the risk of dis- 
sipating our resources by overexpansion of some industries and underexpansion 
of others. When deficits of capacity were found to exist, these deficits were to be 
measured and set forth in expansion goals. 

At the same time, Defense Mobilization Order No. 11 was issued which pro- 
vided that certificates of necessity “shall be granted only for facilities that are 
included within an expansion goal, determined by the Defense Production Admin- 
istration.” All delegate agencies were instructed to submit lists of industries 
which should be considered for expansion goals. DPA eliminated many of the 
industries proposed for goals in its first review because of their lack of import- 
ance to the defense-mobilization program or because capacity was obviously 
adequate. The delegate agencies were subsequently instructed to develop capac 
ity and requirement data for the remaining industries to support recommenda 
tions that goals be established. Since then the same general approach has been 
followed in establishing expansion goals. 


Methods for deternining goals 


An expansion goal measures the deficit between anticipated requirements and 
the capacity of industry to meet those requirements. Estimates of capacity 
involve consideration of more intensive utilization of existing plants and facil- 
ities, shifts in foreign trade, and the feasibility of converting existing facilities 
to meet requirements. Such information is analyzed and appraised and defi- 
ciencies are identified and measured with special reference to current production 
bottlenecks or those which would emerge in event of full mobilization. If these 
deficiencies cannot be overcome by private industry without Government incen- 
tives, the total amount of expansion needed is expressed in an expansion goal. 

If it is determined that proposed expansion is not essential to the achievement 
of mobilization objectives, because the requirement for the product is not closely 
related to the mobilization needs, or because existing capacity or expected normal 
expansion will be sufficient to meet necessary needs, no goal is established. The 
decision not to establish a goal for an industry constitutes a declaration that such 
expansion is not eligible for Government incentives. 

Goals are periodically reviewed and revised as new information or changed 
circumstances indicate. Delegate agencies, on their own initiative, or at the 
request of the expansion-goals staff, submit data on capacity requirements 
in support of recommended goal revisions. 

Where it is not feasible to develop an expansion goal, but where a particular 
project recommended by the delegate agency is urgently needed, defense rela- 
tionship and shortage determinations may be made by the expansion-goals staff, 
and the case processed on a “one-of-a-kind” basis. 


Present status 


Approximately 400 different segments of industry have been subject to goal 
analyses. Two hundred and eight goals have been established ; 73 for chemical, 
rubber, and forest products; 37 for industrial and agricultural equipment; 30 
for defense raw materials ; 27 for metals and minerals; and 15 for textile, leather, 
and specialty equipment. The remainder are distributed among such areas as 
aluminum, petroleum, and defense transportation. 

One hundred and forty-four no-goal determinations have been made because 
proposed expansion was not essential or otherwise not qualified for Government 
assistance. It is estimated that in 40 additional cases no goals were established 
for new or specialized products which are essential and in short supply. In 
these cases expansion has been authorized on a one-of-a-kind basis. 
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The expansion goals become public notices of the kind and amount of expan- 
sion needed for which Government is prepared to offer encouragement through 
rapid tax amortization and other incentives. The goals also show the delegate 
agencies the amount of expansion they are expected to obtain through their work 
with private industry. 

Expansion goals have contributed greatly to the success of the Government’s 
incentives programs for encouraging expansion to meet the requirements of de- 
fense mobilization. The goals have been an effective device for directing and 
coordinating the certification activities of the different delegate agencies and for 
maintaining a balance in the expansion program. 

It is believed that fewer new goals will be needed in the future than in the 
past. We have reached the area of selective expansion in materials peculiarly 
important to defense. 

However, previously established goals will have to be reviewed and revised 
to keep them in line with changing circumstances. As the Senate Banking and 
Currency Committee stated in its April 10 report, “Most of the goals were deter- 
mined on the basis of requirements of current partial mobilization programs, 
* * * Such goals are constantly subject to review and revision in light of new 
development—industrial, technical, and strategic. * * * The recalculation of 
full mobilization requirements which is now under way will ultimately result 
in the review of many expansion goals.” 

Policy has recently been adopted looking toward the official closing of expan- 
Sion goals of two types: 

1. Goals in which the amount of expansion called for in the goal has been 
accomplished or planned either with or without Government incentives and 
which appears to be adequate for defense purposes. 

2. Goals which have not been filled but where the planned expansion, 
under present circumstances, appears to be adequate for defense purposes 
or is directly governed by the procurement plans of the military departments 
and does not call for industrywide expansion. 

Accordingly, delegate agencies have been asked to review a list of approxi- 
mately 140 goals that preliminary review indicates fall within these categories. 

Applications for certificates of necessity which have already been filed will 
be processed if they were eligible for consideration under the terms of a goal 
prior to its closing. However, outstanding certificates will not be extended, 
except in hardship cases, and will be permitted to lapse if construction is not 
started before the expiration date. No new applications will be honored under 
any of the closed goals. 

The remaining goals will be reexamined and continued only to the extent that 
the products or services covered have a demonstrably important relation to 
national defense with special consideration given to military or atomic-energy 
programs or military assistance to foreign nations or stockpiling. Goals which 
have been closed may be reopened if changed conditions or new information 
indicates that additional capacity is required for the production of goods and 
services which meet the above criteria. 


MATERIALS ACTIVITY 
ODM RESPONSIBILITIES FOR MATERIALS 


Responsibilities of the ODM on materials are a consolidation of the functions 
of the former ODM and the DPA under the Defense Production Act, as amended, 
certain functions vested in the NSRB by the National Security Act and the 
stockpiling supervisory functions of the Munitions Board and the Department 
of the Interior under the Stock Piling Act. 

The first step in the consolidation of this work was taken on February 4, 1953, 
when the President by Executive Order No. 10433 terminated the Defense Pro- 
duction Administration as a separate agency and transferred its functions to 
ODM. The President announced this action as an initial step in a series of 
moves calculated to strengthen the central direction of the defense mobilization 
program and to contract and simplify the organization of the independent civilian 
agencies having national security responsibilities. 

The second step occurred under Reorganization Plan No. 3 which went into 
effect on June 12, 1953, and which transferred to ODM designated activities of 
the Munitions Board and NSRB. Executive Order No. 10461, issued on June 17, 
recognized the new ODM organization as the successor in all respects of the 
prior ODM. 
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As a third step, the numerous outstanding Excutive orders affecting materials 
and other programs were consolidated by Executive Order No. 10480, issued 
on August 15, 1953. The order also abolished the Defense Materials Procure- 
ment Agency and transferred to the General Services Administration its re- 
sponsibilities for the purchase of metals, minerals, and other materials; subsidy 
payments on nonprocessed, domestically produced materials other than agricul- 
tural conimodities; the installation of equipment in industrial plants; and the 
guaranteeing of certain loans made under the provisions of the Defense Pro- 
duction Act. 

As a result of these actions, ODM has broad responsibility for the supervision 
of the defense materials activities of the Government and determines objectives 
and develops procurement programs for the stockpile of strategic and critical 
materials. ODM must see that programs are developed for balancing supplies 
and requirements of materials for both a limited and all-out war. To accom- 
plish this purpose it must consider the existing supply capacity, expansions of 
supply capacity, consumption needs under a feasible defense program and the 
probable effect of war damage and measures to overcome such damage. Expan- 
sion goals for the supply of materials are established where necessary to meet 
defense needs and delegate agencies are given guidance on incentives to be 
offered to industry to accomplish the established goals. Wherever the accumu- 
lation of a Government stockpile of materials is a preferred solution, stockpile 
objectives are set by the ODM showing in detail amounts and specifications of the 
materials to be accumulated. The ODM determines the rate of achievement of 
the stockpile objectives and issues directives to the General Services Adminis- 
tration thereon. To the extent that mobilzation goals cannot be reached by 
competitive procurement of materials without undue disruption to industry, 
allocations or use restrictions of materials are maintained in order to assure 
an equitable distribution of materials while safeguarding the defense programs. 

Supervision of the storage, security, and maintenance of materials, the refin- 
ing and processing of materials acquired for the stockpile, the rotation of 
materials necessary to prevent deterioration of acquired stocks, and the disposi- 
tion of substandard, obsolete, or surplus materials is the responsibility of the 
General Services Administration acting under policies established. The Office 
of Defense Mobilization authorizes diversions to industry of materials under 
contract for delivery to the stockpile where justified for particular materials 
and advises the President on withdrawal of materials from the stockpile. The 
Office of Defense Mobilization also provides guidance and direction to the ef- 
forts of the Government to conserve materials for national defense and to improve 
the use of limited supplies of materials for that purpose. 


INTERAGENCY AND INDUSTRY COOPERATION 


One of the primary reasons for the reorganization of defense materials fune- 
tions was the achievement of better coordination of the efforts of various Federal 
agencies in dealing with the problem. To carry out this purpose, a single inter- 
agency committee will be organized to advise ODM and to act as a point of 
reference for interagency work on defense materials. This committee will merge 
activities of the Defense Materials Operating Committee, the Defense Materials 
Policy Committee, the Interdepartmental Stockpile Committee, and the Inter- 
departmental Stockpile Storage Committee. In the interim period, the DMOC 
has been used as an interagency forum, but this Committee will be superseded 
by the new committee to which agencies will designate representatives. Since 
information and advice on materials will be drawn from numerous sources, inter- 
agency commodity groups consisting of technically qualified experts will be estab- 
lished to assist the ODM and the central interagency committee. 

The cooperation of industry will be enlisted in order to secure the most effective 
solution of the defense problems on materials. Plans call for using the industry 
advisory committees of the Department of Commerce in order to simplify the 
organization and to eliminate duplications of contracts that are burdensome to 
both industry and the Government. 


REPORTING SYSTEM 


To keep itself and cooperating agencies informed on materials as they affect 
the national security, an analysis and reporting system is being developed that 
can be used in administering programs for materials in accordance with the 
intent of the Defense Production Act, the Stock Piling Act, and other relevant 
legislation. 
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ODM activities on materials will be reported periodically to the Congress. 
The ODM has cooperated with the Department of Defense to enable them to 
issue their stockpile report to the Congress for the first half of the calendar year 
1953, which will be their final report. Succeeding semiannual reports will be 
submitted by ODM In addition, ODM will continue to submit quarterly reports 
on the use of the borrowing authority under the Defense Production Act. 


EASING OF THE MATERIALS SUPPLY 


The efforts to strengthen the national defense that occurred after the out- 
break of the Korean war created a severe strain on the materials supply. The 
heightened level of general business activity; the greater output and consumption 
of munitions; the increased volume of materials in transit, awaiting processing 
or incorporated into semifinished products; and the intensified accumulation of 
Government stockpiles all tended to tighteu the materials supply in relation 
to the demand. The greatest stringency of materials occurred at least a year 
ago. At midyear 1952, more than 100 materials were listed as being in short 
supply on the list of basic materials and alternates issued by the DPA. Since 
then a progressive easing has taken place. By the middle of February this year, 
the list had been reduced to 57 materials and in the succeeding months has been 
cut to only a few items. The latest designation of scarce materials, now issued 
by the National Production Authority, contains only six materials. These are 
diamond grinding wheels, and the alloying materials chromium, cobalt, colum- 
bium-tantalum, molybdenum, and nickel. 

At the present time, only nickel is under complete allocation. Columbium is 
subject to end-use limitation, whereas diamond grinding wheels are subject to 
a conservation order. Steel, including nickel stainless steel, copper, and 
aluminum are being allocated under the defense materials system which provides 
for set-asides for military and atomic energy, but not civilian, uses. Only 4 of 
the 76 materials included in the stockpile program—nickel, columbium, copper, 
and aluminum—remain under some form of control. 

Action has been taken in recent months to eliminate the international allocation 
of materials under the International Materials Conference. The IMC was 
created early in 1951 to examine the critical situation that existed internationally 
in essential raw materials and to propose remedial measures. The organization 
consisted of seven commodity committees as well as a central group. Within the 
first year up to the end of February 1952, three committees working on cotton 
linters, paper pulp, and wool concluded their work because of substantial im- 
provement in the supply of the materials. This left four committees in operation 
at the beginning of March 1952 concerned with copper-lead-zinc, manganese- 
nickel-cobalt, sulfur, and tungsten-molybdenum, In the year ended February 28, 
1953, the shortages of materials eased to such an extent that allocations were 
eliminated for all but two of the materials—nickel and molybdenum. When the 
elimination of the nickel allocations becomes effective at the end of September, 
as announced on August 17, all the international allocations of materials will have 
been discontinued. 

The decontrol measures introduced for materials are in accord with the recom- 
mendation of the Joint Committee on Defense Production, expressed in its annual 
report a year ago, that “as materials become more plentiful with the increasing 
success of the expansion program the mobilization agencies should continue to 
decontrol promptly and completely.” 

A word of caution should be introduced lest it be concluded that the supply of 
materials would be completely adequate on a restricted basis for a full-scale war. 
If war were to occur in the immediate future, some severe shortages undoubtedly 
would appear. Each month, however, results in some improvement, although as 
long as warfare remains so largely a struggle for technological superiority, 
eternal vigilance must be exercised to see that the materials supply is adjusted 
to changing needs, 





VARIATION IN THE ADEQUACY OF MATERIALS FOR NATIONAL SECURITY 


Because of the differences in the availability of materials for stockpiling and the 
extent of the stockpiles required, progress toward the objectives has been ex- 
tremely uneven. Some objectives have been filled at an early date, whereas others 
have shown very little accumulation. This unevenness led the ODM last year to 
propose that materials in the stockpile list be rated according to their criticalness 
for a full-scale war. Ratings of the materals were proposed by an interagency 
task group, and these were reviewed and approved by the Defense Materials Oper- 
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ating Committee and the Defense Materials Policy Committee of the Defense 
Production Administration. After further investigation of the problem, the 
Director of the ODM on October 17, 1952, issued Defense Mobilization Order No. 
22, calling on all responsible agencies to intensify their current activities to ex- 
pand the supply and eliminate unessential requirements for the high-rated mate- 
rials so that in case of full mobilization shortages of these strategic materials 
would not be a limiting factor in meeting the major end-item programs of the 
Department of Defense. Although this order was instrumental in centering atten- 
tion on the most serious defense problem on materials, it has not eliminated the 
disparities in the stockpile inventory. This is shown by the fact that on June 30, 
this year, 23 of the 76 stockpile objectives had been completely or substantially 
met, and 38, or exactly half, were at least three-fourths of the way to completion, 
whereas 24, or almost one-third, were less than half completed. 

Thus, a problem still remains of assuring a sufficient flow of materials for part 
of the stockpile objectives. Procurement rates for the critical cases are being 
maintained, and, in a few instances, even accelerated. The rate of stockpiling of 
aluminum in the fourth quarter of 1953, for example, will be the largest in any 
quarter up to the present time. This higher rate will be accomplished without a 
curtailment of civilian use. In fact, civilian users should obtain 2 to 3 percent 
more aluminum during the quarter than in the preceding quarter. This larger 
flow to the stockpile and civilians is the result of both cutbacks in military take 
and the expansion of aluminum output. 

The January 1953 quarterly report of the ODM stated that “it may be found 
necessary, with regard to some of the most critical materials, to contract under 
the provisions of the Defense Production Act for supplies over and above the 
stockpile objectives as a means of shertening the time in which a minimum amount 
can be accumulated.” Government procurement of materials has been undertaken 
under both the Stock Piling Act and the Defense Producton Act. Materials ac- 
quired under the latter act may be directed either to industry for current consump- 
tion or to the stockpile. Purchases for the stockpile, however, ordinarily are 
made only for stockpiling purchases. During the period of the most critical 
shortage materials under contract to the stockpile were diverted to industry to 
a limited extent, and some materials were withdrawn from inventory, but the 
supply of materials has now become adequate to permit this practice to be 
discontinued. 


ACTIONS TAKEN BY ODM TO REORIENT THE DEFENSE MATERIALS PROGRAMS 


Owing to uncertainties in the essential needs of industries and the stockpile for 
materials as well as in the supply, it is not possible to foretell exactly the supply- 
demand balance of materials that will exist. In addition, changing policy, as- 
sumptions, and technology affect the needs. 

During the past half year it became evident that a rather thorough reexamina- 
tion of the defense-materials program should be undertaken. This has been 
especially true with respect to the assistance provided by loans, guaranties, 
and purchasing under the Defense Production Act and new procurement under 
the Stock Piling Act. 

As a result of this situation, a temporary suspension of the use of the borrow- 
ing authority was ordered by ODM on March 27, 1953. Following this suspension 
a board was established for reviewing all affected programs. In the early stages 
of the review preference was given to the clearance of the most urgent expansion 
programs on which the Government assistance had been withdrawn. The review 
has continued steadily and as of the present time action has been taken on all 
programs except a few on which special problems have arisen. 

On July 31, 1953, the ODM issued to the GSA a new comprehensive procurement 
directive for the stockpile which is to remain in force until a review of individual 
materials has been completed. This directive permits procurement to proceed 
without interruption for critical materials that have been given a top priority 
for national-defense reasons, but provides for lower rates of purchase for mate- 
rials whose stockpile objectives are close to completion or where defense needs 
can be readily met. The directive pertains only to new contracts and thus has no 
effect on existing contracts. 

It is intended to serve three principal purposes by the directive. These are 
(1) to insure advantageous use of Federal funds by concentrating stockpile pur- 
chases on materials that are most vital to the national defense; (2) to decrease 
the impact on industry which oceurs when stockpile procurement is suddenly 
discontinued ; and (3) to prevent overbuying by the Government by providing for 
better coordination of direct stockpile procurement with procurement that takes 
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place for expansion programs under the Defense Production Act of materials that 
are directed either to the stockpile or to industry. 

Long-term Government purchases of certain basic metals and minerals still are 
permitted with funds provided under the Defense Production Act when advan- 
tageous to the Government, but new purchases directly from industry with stock- 
pile funds are limited to 1 year plus lead time on deliveries, except that longer 
term contracts can be placed where it is demonstrated that such commitments 
would be in the best interest of the country. 

The goals for stockpiling previously set for mid-1954 will be met under the 
new directive, except for items that have a low priority rating for national 
defense or that continue to be in extremely short supply. Most of the low 
priority items not subject to a severe supply limitation can be procured at a 
rate which will permit completion of the stockpile not later than mid-1955. 
Meanwhile, industry will have the benefit of a longer period of stockpile pro- 
curement. For materials still in short supply, the Government’s purchases will 
proceed as rapidly as possible, and for some of them additional expansion pro- 
grams probably will be authorized as a means for accelerating the achievement 
of stockpile objectives. 


AID TO SMALL BUSINESS ON DEFENSE MATERIALS 


In addition to the Government assistance generally available in the form of 
loans, loan guaranties, and purchase contracts for defense materials, three pro- 
grams are of special benefit to small business. Numerous domestic mineral 
deposits in which costs are high or uncertain are being developed or operated 
under floor-price contracts, some of which are now above the current market 
price. 

Second, the Defense Minerals Exploration Administration has made loans for 
minerals exploration which are recoverable only in the event of development of 
any discovered deposits within a period of 10 years. Government aid under this 
program varies from 50 to 90 percent of the outlays on the projects, the percentage 
depending on the criticalness of the mineral. The list of eligible minerals for 
the program is keyed to defense needs and is revised from time to time to meet 
changing conditions. Although the list has been reduced in scope as certain 
minerals have become more plentiful, the Defense Minerals Exploration Admin- 
istration is authorized by ODM to process applications on hand at the time 
(March 27, 1958) that the use of the borrowing authority was suspended pending 
a review of defense programs. Recently, the ODM has authorized an extension 
of the exploration program for minerals still in deficient supply for national 
defense, but has recommended a reduction in the 90-percent assistance previously 
offered for minerals classified as being the most critical. 

Third, small business is aided by the domestic purchase program for defense 
minerals under the Defense Production Act. Purchase programs have been 
authorized by ODM and placed in effect by the Defense Materials Procurement 
Agency (now a part of the General Services Administration). The Domestic 
Minerals Program Extension Act of 1953 extends for 2 years the termination 
dates of all purchase programs established under the Defense Production Act 
in the case of tungsten, manganese, chromite, mica, asbestos, beryl, and colum- 
bium-tantalum-bearing ores and concentrates, with tbe provision that this exten- 
sion is not to be construed to limit the termination dates of the programs beyond 
the 2-year extension periods. 


THE JOB AHEAD ON DEFENSE MATERIALS 


The dominant defense-materials problem for the future is a matter of identi- 
fying specific deficiencies that remain and of introducing measures that will elimi- 
nate or reduce the gaps to an insignificant size. Efforts to solve this problem 
will require a reexamination of the policies, assumptions, and procedures on 
stockpiling and materials programs generally. 

Clearly it is most urgent to see that the programs are fully adjusted to meet 
the problems arising from the possibility of an atomic attack, including those that 
could be caused by the use of the hydrogen bomb. The vulnerability of supply 
facilities and inventories to attack are being reassessed and special attention is 
being given to the concentration of processing facilities for materials. 

In dealing with the defense problem on materials, emphasis is being placed on 
the alternative actions that might be taken for full mobilization to cope with a 
deficiency of the supply of materials vital to production of munitions. This will 
require the maintenance of flexibility through the use of alternative specifica- 
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tions, processes, and facilities for assuring the production of the most essential 
end items. At least, sufficient materials must be on hand or in sight to allow 
time for adjustments to be made without a serious interruption of production. 

A number of tasks confront the ODM on specific materials. Adequate progress 
on supply capacity and stockpiling must be assured to overcome the most serious 
deficiencies. The Congress, fortunately, provided authority in the Defense Pro- 
duction Act Amendments of 1958 to deal with the problems that may arise 
within the next 2 years. Additional action may prove to be necessary on certain 
programs. As supply capacity and stockpiles are built to higher levels, and as 
the needs of industry and national defense for particular materials may dimin- 
ish or shift to other materials, some surpluses of materials may occur which will 
call for disposal to avoid unnecessary investment and expense to the Govern- 
ment. 

A few materials in the stockpile must be rotated to prevent excessive deterio- 
ration. The materials of this type need to be reexamined from the standpoint 
of the suitability of stockpiling and the reduction of the relatively costly disposal 
and replacement that is required. 

Further, policies on the storage of stockpile materials will be investigated, 
and steps will be taken by GSA, where necessary, to minimize deterioration, re- 
duce maintenance costs, and to make sure that the inventories are adequately 
protected against possible sabotage and enemy attack. 

Both expansion goals for materials and stockpiles are being reexamined to 
ascertain the extent to which they meet new assumptions and new conditions 
as they are now being visualized. The investigation may show that some pro- 
grams are excessive, and that others are deficient. The maintenance of flexi- 
bility means that a larger range of materials can be utilized and the burden of 
defense can be distributed so as to relieve its impact on certain items. On the 
other hand, new requirements will develop, particularly in response to the 
changing demands of war technology. Never before could a war be fought with 
such speed and destructiveness as is now possible with jet planes, guided mis- 
siles, rockets, and fissionable materials. These revolutionary developments 
magnify the importance of a carefully planned preparedness for meeting the 
exigencies of war. 

TELECOMMUNICATIONS ACTIVITY 


Executive Orders 10460 and 10461 assigned the Office of Defense Mobilization 
responsibility for coordination of Federal policies and programs dealing with 
national telecommunications matters. In carrying out this assignment, ODM 
will be responsible for coordinating the development of telecommunications 
policies and standards applying to the executive branch of the Government, and 
assuring high standards of telecommunications management within the execu- 
tive branch of the Government. It will also be responsible for coordinating the 
development by the several agencies of the executive branch of telecommunica- 
tions plans and programs designed to assure maximum security to the United 
States in time of national emergency. It is also responsible for establishing 
policies and procedures governing the assignment and use of radio frequencies to 
Government agencies under the provisions of section 305 of the Communications 
Act of 1934, as amended (47 U. S. C. 305), 


MISCELLANEOUS ACTIVITIES 


The following ODM activities, in the fields of stabilization, nonmilitary de- 
fense, and manpower, are carried out under other authority than the Defense 
Production Act, but are allied to the purposes of the act in that they are aimed 
at advancing the national security. 


STABILIZATION ACTIVITY 


The stabilization area of ODM is a new area set up in accordance with Reor- 
ganization Plan No. 3 of 1953, effective June 14, 1953. It was set up to carry 
out that part of the mandate of the National Security Act of 1947, as amended, 
which requires the ODM to advise the President concerning the coordination of 
military, industrial, and civilian mobilization including: “* * * programs for 
the maintenance and stabilization of the civilian economy in time of war.” 

Consequently, the activity of the stabilization area is devoted toward the 
development of a set of effective flexible stabilization programs adequate to cope 
with alternative emergencies, including the development of appropriate draft 
legislation providing for stabilization authority. Three principal types of emer- 
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gency are to be covered by these programs: (1) Stepped-up partial mobilization ; 
) full mobilization; and (3) the problems created by atomic attack. Such 
programs will include measures to handle problems of price, wage, and rent 
inflation, and the rationing of consumer goods. The programs will emphasize 
the use of credit and fiscal measures to the greatest practicable extent to mini 
mize the need for direct controls as well as the development of new techniques 
Which reduce the burden of direct controls to the maximum extent consistent With 
effective stabilization in the event of another emergency Problems of small 
business will receive special attention. 

Ia the development of these programs, frequent consultation will be held with 
Various groups concerned with the development of practicable stabilization 
measures. Such groups will include the congressional committees concerned 
with such problems, industry, small business, labor, and consumer groups 

Up to date, attention has been focused on the development of draft legislation 
providing appropriate stabilization authority in the event of another emergency. 


Defense rental areas 


By section 204 (f) (5) (B) of the Housing and Rent Act of 1947, as amended, 
Public Law 23, 88d Congress, Ist session, the President is directed to review 
previously certified critical defense housing areas in the light of the new criteria 
Such review was to be concluded by July 31, 1953, and only if after such review 
prior to that date the President determines that an aren meets the requirements 
for certification under section 204 (1) of the act and public notice of such deter 
mination is given in the Federal Register was the area to continue under control 
after July 31, 1953. 

Executive Order 10456 delegated to the Secretary of Defense and the Director 
of Defense Mobilization jointly certain functions relating to critical defense 
housing areas as set forth in section 204 (f) (5) (b). 

lefense Mobilization Order No. 20 amended, established revised procedures 
for the designation and certification of critical defense-housing areas. That 
order referred to the authority vested in the Director of the Office of Defense 
Mobilization by Exeeutive Order 10456 and established a Defense Rental Areas 
Advisory Committee with functions and procedures outlined therein. The latter 
ord Was issued under the authority of Executive Order 10296 and pursuant 
to the Housing and Rent Act of 1953, as well as Executive Order 10456. The 
order Was concurred in by the Secretary of Defense 

There were later published in the Federal Register determinations and certifi 
cations of critical defense-housing areas signed by the Secretary of Defense and 
the Director of the Office of Defense Mobilization pursuant to the authority 
granted by Executive Order 10456. 

The functions under the Housing and Rent Act of 1947, as amended, were 
delegated by the President to the Director of the Office of Defense Mobilization 
by Executive Order 10475. By Defense Mobilization Order No. 29, the Director 
of the Office of Defense Mobilization established the Defense Rental Areas 
Division within the Office of Defense Mobilization and the position of Director 
of the Defense Rental Areas Division. The order further delegated to the 
Director of the Division responsibilities for all of the functions under the Housing 
and Rent Act of 1947, as amended, delegated by Executive Order 10475. 

Qn August 1, 1958, there were 27 critical defense housing areas with a total 
of 152,194 rental units under Federal rent control. 

As of September 9, 1953, the following 138 critical defense housing areas still 
remained subject to Federal rent control: 


Area Rental units 
Camp Rucker, Ala. (Coffee County portion) , 1, 750 
Flagstaff, Ariz : 1, 554 
Camp Roberts, Calif. (the northern part of San Luis Obispo County) 2, 882 
Fort Knox, Ky 4, 304 
Camp Polk, La. (Vernon Parish only) ; 1,175 
Bainbridge-Elkton, Md 4 S : _ 38,144 
Presque Isle, Maine (a portion of Aroostook County) <a 1, 388 
Fort Leonard Wood, Mo. (Pulaski County only) ae : 3, 836 
Camp Lejeune, N. C 4,697 
Portsmouth-Chillicothe, Ohio . ; ne 16, 465 
Oak Ridge, Tenn a ae seg _ 6,500 
Del Rio, Tex__-_ ad : — 891 
Quantico, Va ama rat is at A one ne 

Total ies aati eae a pave oad 52,512 
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Those of the above-mentioned critical housing areas having a geographical area 
shown in parentheses opposite the area represent the remaining portion of the 
original area certified as a critical defense housing area. In other words, of 
the 13 remaining areas on September 9, 1953, 8 cover the original area certified 
while 5 represent portions of the original areas certified 

All areas decontrolled since August 1, 1953, were decontrolled on the initiative 
of the Director of Defense Rental Areas Division of the Office of Defense M>obilt- 
zation as a result of recommendations or communications received from loca! 
rent advisory boards or local governing body officials. 


NON MILITARY DEFENSE ACTIVITY 


Continuity of industry program 

For the first time in its history, United States industry is faced with the 
very real possibility of being frontline targets and the grim problem of main- 
taining production under enemy attack. While the problem of assuring con- 
tinuity of essential production under atomic attack has been a matter of concern 
for several years, especially because of our congested industrial centers, the 
revelation that Soviet Russia has exploded a thermonuclear device lends much 
greater urgency to this relatively new program. 

One of the primary objectives of the new Office of Defense Mobilization is 
to develop and improve policies and programs to minimize attack damage and 
reduce the time required for rehabilitation of critically essential industrial 
production. These programs are actually implemented by the agencies having 
defense-production responsibilities, such as the Departments of Defense, Com- 
merce, Interior, and Agriculture, the Federal Civil Defense Administration, and 
the Small Business Administration. Under standards and policies developed 
by ODM’s nonmilitary defense staff, these agencies work with State and local 
governments and, primarily, with industrial management and the industry 
advisory committees of the defense mobilization agencies. 

The continuity of industry program consists of five principal activities: 

1. Identification and rating of the facilities that are most critical to defense 
production and those essential facilities most vulnerable to attack. This job 
is primarily the responsibility of the Secretary of Commerce, with the aid of 
several other agencies. It is the fundamental requirement for determining 
the priority of effort in carrying out the other activities, to assure maximum 
protection for our most vital facilities and yet keep both Government and 
industry expenditures for these purposes to a minimum 

2. Continued encouragement to industrial management to locate new and 
expanding defense plants on dispersed sites. This activity includes establish- 
ment of standards for identifying probable target zones and the work of the 
Commerce Department’s Area Development Division in furnishing guidance to 
the 87 cooperating metropolitan area industrial dispersion committees. It in- 
cludes review of Federal procurement and mobilization programs, to determine 
the most practical methods for obtaining greater dispersion of vital production 
facilities. It also includes consideration of dispersion criteria in reviewing 
applications for certificates of necessity and defense loans. 

3. Advice and guidance to industry on measures to improve physical security 
of vital facilities against both atomic attack and sabotage. This activity 
is carried out by various agencies with respect to industrial categories under 
their cognizance (e. g., Commerce for most manufacturers, Defense for pri- 
mary military producers, Interior for mines and fuels, etc.) 

4, Advice and guidance to industry on préattack logistical measures to assure 
continued production of military and essential civilian supplies in spite of 
attack damage. The delegate agencies, primarily Commerce, work with the 
industry advisory committees and trade associations, obtaining voluntary coop- 
eration of management in planning for production transfers, alternate sources 
of supply and other measures to reduce production losses due to attack. They 
also determine what measures, beyond the ability of industry, are necessary 
and require Government assistance. 

5. Advance planning, on the part of Federal, State, and local government, 
and industry, to facilitate restoration of production and essential services in 
the wake of attack. This postattack planning includes the assessment and 
reporting of attack damage, reallocation of materials, determining priorities 
of reconstruction, and continuity of industrial management, as well as measures 
to assure minimum requirements for health and welfare, housing and com- 
munity facilities, financing of restoration and manpower utilization. Nine dif- 
ferent Federal agencies have major responsibilities in this field. 
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Current status.—The initial task of evaluating defense facilities is about 60 
percent complete. The job should be completed by the end of fiscal 1954 but 
there will be a continuing need for review of facility ratings in the light of 
changes in military requirements, establishment of new facilities, and measures 
taken by industry to reduce the vulnerability of critical plants. 

The national industrial dispersion program is receiving more and more gen- 
eral support. More than 80 percent of all new defense facilities costing $1 
million or more for which tax amortization certificates were issued during the 
first 6 months of 1953, either were located on sites conforming with dispersion 
criteria or were not considered dispersible (mines, rolling stock, barges, etc.). 
Nevertheless, the increasing capability of the Soviet Union to inflict atomic 
damage on the United States makes it more urgent than ever that this effort 
be accelerated and our present concentrations of industry be reduced. 

The physical security program is undergoing a complete reorganization, as 
a result of which the Government will be able to give to industry more up-to-date 
and realistic guidance on the most economical and practical methods of protect- 
ing vital equipment and key workers against both conventional and modern 
weapons. The actual implementation of the program will continue to be the 
responsibility of management, although ODM since last May has extended the 
tax-amortization privilege to firms to cover 100 percent of the cost of protec- 
tive construction, when built in accordance with standards approved by FCDA. 

The production logistics or preattack planning program has been presented to 
some 30 of the most critical industry groups, mostly through the Commerce-NPA 
Industry Advisory Committees. It consists of a presentation of the threat of 
attack, of management’s responsibility to minimize production interruptions, a 
series of suggested measures for industry planning consideration, and an appeal 
to the industry group to study its own vulnerability and develop a proposed 
industrywide plan of action. Several industries already have completed initial 
studies and filed preliminary plans for review by Government agencies. 

While no final decisions have been made, most agencies have completed their 
initial studies of postattack rehabilitation problems, as a part of their accepted 
mobilization planning responsibilities. It is anticipated that most of the agen- 
cies will have completed basic plans by the end of the current fiscal year. 

Relation to small business.—While the necessity for concentrating on the most 
critical and most vulnerable production facilities has placed initial emphasis 
on large producers, the agencies working on continuity of production plans are 
well aware that small producers of vital products could become extremely 
important in the event of loss of larger plants. This also is true of small plants 
which could be converted, in time of emergency, to produce items formerly made 
in damaged plants. For these reasons, the Small Business Administration par- 
ticipates in all phases of industrial defense activity and the industry groups 
are constantly reminded to include small producers in their overall plans. 

Future outlook.—By the end of fiscal 1955, most of the truly critical industrial 
vulnerability problems should have been identified and management should have 
undertaken those protective measures which it feels financially able to afford. 
Likewise, those problems requiring solution but beyond the capability of industry 
will have been identified and reviewed as to the extent of and nature of Federal 
assistance that may be necessary. 

Inevitably, there will be some few special cases involving highly-critical facili- 
ties, located in target zones, the vulnerability of which cannot be reduced by 
means available to industry. As these cases are identified, the Federal agencies 
concerned will seek out the most practical and least expensive means of assuring 
that such target facilities will not become industrial bottlenecks in the event 
of attack. Upon review by ODM and the President, specific proposals for meet- 
ing these individual needs will be presented to the Congress for action. 

It is not intended that any blanket authority be requested for Federal assist- 
ance to industrial defense, other than continued use of such incentives as the 
tax amortization privilege. Present indications are that many of the problems 
can be solved through this means and through recognition by industry that these 
measures are sound business practice in the atomic age. 


MANPOWER ACTIVITY 
Manpower 
During the past year, the Office of Defense Mobilization has coordinated and 
directed the manpower activities of the Government in meeting manpower 
requirements of the defense production program. This has been done principally 
through the ODM Manpower Policy Committee made up of policy-level represent- 
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atives of the Department of Labor, Department of Defense, Selective Service 
System, Department of Agriculture, the Civil Service Commission, the Depart- 
ment of Health, Education and Welfare, the Housing and Home Finance Admin- 
istration, and the Defense Transport Administration. The Assistant Director 
for Manpower of ODM serves as chairman of this committee. 

In order to obtain the advice and assistance of labor and management on 
defense manpower problems, the ODM has consulted with the national Labor- 
Management Manpower Policy Committee on all proposed manpower policies 
and programs. 

With the collaboration of these committees, the Office of Defense Mobilization 
has, during the past year developed and issued the following major manpower 
policies: : 

Defense Manpower Policy No. 7, providing for more effective utilization of 
older workers in the defense program. 

Defense Manpower Policy No. 8, providing for the training and more efficient 
utilization of scientists and engineers. 

Defense Manpower Policy No. 9, calling for emphasis on increasing oppor~ 
tunities for handicapped workers and more effective use of such workers in the 
mobilization program, 

Defense Manpower Policy No. 10, relating to the utilization of domestic and 
foreign migratory agricultural workers. 

Defense Manpower Policy No. 11, providing for special assistance to returning 
Korean veterans in obtaining suitable training or employment. 

In addition to these policies, the national Labor-Management Manpower Policy 
Committee, after consultation with the ODM Manpower Policy Committee has 
adopted a set of principles to support a voluntary manpower program and a 
comprehensive program for the prevention of job accidents. 

During the year, review has been maintained of military and civilian man- 
power requirements and recommendations have been made relative to the modi- 
fication of selective service rules to meet the needs of the defense program. On 
June 26, 1952, a deferment program for apprentices was adopted to maintain 
the flow of skilled craftsmen needed by industry. The student deferment 
program has been continued without change. However, deferment policies were 
changed by the President to prevent registrants deferred for any reason from 
becoming exempt from military service by acquiring dependents. 

Special studies have been conducted of the manpower mobilization base require- 
ments of the jeweled watch industry and the precision optical instruments 
industry, both highly important to full mobilization. These studies are still 
in progress and may lead to special measures for maintaining unique skills of 
critical importance to the national security. 

Special assistance has been provided to communities experiencing severe un- 
employment by giving them preferential consideration on defense contracts. 
Between March 20, 1953 and May 31, 1953, $53.6 milllion worth of defense 
contracts have been preferentially awarded to such areas. An additional $8.7 
million of contracts were awarded the textile industry under a special set-aside 
procedure. Reexamination of this policy is now underway. 

Of particular significance has been the development by the national Labor- 
Management Manpower Policy Committee of a manpower program for full 
mobilization. This program is based on experience gained in World War II and 
since Korea. It represents a systematic extension of activity under the Defense 
Production Act to prepare the Nation for a higher level of mobilization should 
that become necessary. 

During the current defense mobilization program, manpower requirements for 
defense production and to meet military needs have been met. At the same time, 
the manpower base in critical skills has been broadened and strengthened. 

Although present manpower programs must be maintained in the interest of 
the defense program, the principal problems for the coming year lie in developing 
greater readiness for the contingency of a higher level mobilization. 

The national Labor-Management Manpower Policy Committee is playing a key 
role in this work. The major problems in the manpower field to which primary 
effort will be devoted in the coming year are: 

1. Improved methods must be worked out for determining the distribution 
of manpower between the Armed Forces and the supporting economy which 
will give us maximum national strength. 

There are two elements to this problem. The first is that of numbers. 

Between 1945 and 1955, the male population of all ages will have increased 
by over 11 million. During this same period, however, the male population of 
military age will increase less than 1 million. Even by 1955, the overall num- 
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bers of men available for service in the Armed Forces will not be materially 
greater than at the end of World War II. 

The second problem is that of distributing skills. 

World War II produced a great increase in the size of the military Reserves. 
Passage of the UMTS Act has further increased the size of the Reserves liable 
for callup for military service. This produces a radical change from our past 
military manpower procurement policy of obtaining military manpower almost 
exclusively through the Selective Service System. Members of the Reserves 
will have dual characteristics in that they will have military skills and critical 
civilian skills both of which will be urgently needed at the same time in the 
event of full mobilization. 

Determination of the proper distribution of our manpower resources between 
military and supporting civilian activities constitutes the most important single 
inanpower problem for full mobilization. 

2. Policies must be worked out to distribute job opportunities in such a manner 
that the greatest possible number of workers can be employed in their own 
communities, 

Considerable progress has been achieved in distributing defense contracts 
and facilities to sources of labor supply during the past 3 years. However, 
progress thus far would be by no means adequate to make the best use of man- 
power in full mobilization. Moreover, further distribution of employment 
opportunities often serve to promote security from attack and conserve critical 
materials vitally needed for defense production. 

3. A practical system must be developed for improved utilization of manpower 
through providing appropriate information, assistance, and incentives to workers 
and employers. 

Experience has shown that American employers and workers respond best 
to incentives and opportunities rather than to regulations and compulsions. It 
is therefore proposed to develop, as a readiness measure, policies which will 
harmonize economic and manpower aims to the greatest possible degree and 
provide the maximum encouragement to workers and employees to solve man- 
power problems at plant and community levels. 

4. Emphasis must be placed upon science and technology as important means 
of making our manpower resources more productive. 

It seems relatively certain that in the event of an all-out crisis, our manpower 
resources could not equal in numbers those likely to be arrayed against us. 

We must, therefore, depend heavily upon science and technology to devise pro- 
duction techniques as well as weapons which will give us superior capacity man 
for man. 

This involves making the best use of our present highly trained manpower as 
well as continuing the training of additional personnel in key skills during full 
mobilization. 

5. Training must be used extensively to broaden and make more flexible the 
skills of the labor force. 

Continuing high level employment will do much to develop and maintain 
the skills of the labor force. The skills for civilian production, however, are 
not in many cases the same as those required for defense work. We are there- 
fore attempting to develop additional training programs which will provide 
workers with the additional skills needed to shift quickly to production of 
military items. 

6. Additional measures must be developed for meeting the manpower needs 
of agriculture in full mobilization. 

Two defense manpower policies have already been issued to aid in meeting 
farm manpower requirements. All appropriate departments and agencies are 
carrying out these policies in cooperation with farm employers and workers. 
The continuing decline in farm employment, however, poses a serious potential 
problem in the event of full mobilization. It is our aim to maintain the necessary 
manpower base for agriculture and to accelerate agricultural technology in every 
possible way. 

7. Employment stabilization programs must be developed to be implemented 
through voluntary means at the outset of full mobilization. 

We cannot wait until the problems of serious employment instability have 
occurred in full mobilization. Consequently, programs are being worked out 
with labor and management to take preventive rather than corrective action in 
this field. 

8. An organizational pattern for manpower mobilization must be developed 
which can be put into effect quickly and smoothly. 
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It was nearly 2 years after Pearl Harbor before an effective manpower organi- 
zation was finally developed. Such loss of time in the event of full mobilization 
would seriously jeopardize our national security. The basic features of a man- 
power organization will be worked out which could be speedily and effectively 
blended into the overall structure of governmental organization. 

It is the objective of the Office of Defense Mobilization to make substantial 
progress toward developing measures for the solution of these eight potential 
problems during the coming year. 


OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., May 15, 1953. 
Hon. Homer BD. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Washington 25, D. C. 

My DEAR SENATOR CAPEHART: In accordance with the request of the Joint 
Committee on Defense Production, March 31, 1953, I am transmitting factual 
summaries relative to the operations of the constituent units of the Economie 
Stabilization Agency covering the period from September 1, 1952, to the final 
termination of these agencies. I am also sending you a copy of the letter to 
me from the Deputy Assistant Administrator of the Economic Stabilization Agency 
dated May 14, 1953. I feel that this will be of interest to you as it reviews the 
highlights of that Agency’s program as a whole for this period. 

I trust that these summaries will meet the requirements of your committee. 
If there should be any further information that you desire, kindly let me know. 

Sincerely yours, 


Arruvur S. FLEMMING, Director. 
ECONOMIC STABILIZATION AGENCY 


ECONOMIC STABILIZATION AGENCY, 
Washington 25, D. C., May 14, 1953 
Hon. ARTHUR S. FLEMMING, 
Economic Stabilization Agency, 
Washington, D. C. 

Dear Dr. FrEMMING: Transmitted herewith are the detailed reports of the 
constituent agencies of the Economie Stabilization Agency, submitted in aeccord- 
ance with your request, to provide the Joint Committee on Defense Production 
with a summary of operations covering the period of September 1, 1952, to April 
30, 1953. While the individual reports from the Office of Price Stabilization, 
Wage Stabilization Board, Salary Stabilization Board, Office of Rent Stabiliz- 
ation, and the National Enforcement Commission describe their operations in 
detail, I would like to review briefly the highlights of the Agency’s program as 
a whole for this period 

The Agency’s operations, since the committee’s last report, can be divided into 
three distinct periods: First, the September-December period, when the Agency 
was actively administering the stabilization controls, maintaining them where 
necessary and suspending regulations where the need for their continuance no 
longer existed ; second, the December to February period, when briefing materials 
for the new administration were developed, and major policies were left un- 
changed so as not to preclude the new administration's choice of program diree- 
tion: and, third, the February to April period, when, following President Eisen- 
hower’s state of the Union message, orderly termination of price and wage 
controls was completed and rent controls were continued with preparations made 
for their possible transfer to State and local governments in all but critical 
areas. 

During the first of these periods, September to December 1952, the various 
constituent agencies were most active. The Office of Rent Stabilization was 
readjusting to the continuance of rent controls in the 1,300 local communities 
which, under the provisions of the 1952 Defense Production Act amendments, 
were required to express their desire for continued control. In the area of the 
economy where price pressures were strongest, the Office of Price Stabilization 
was continuing to work out an equitable solution for isolating the steel, copper, 
and aluminum price increases to prevent avoidable spread of inflationary cost 
pressures through the economy as well as to protect the many users of these 
metals from being unfairly burdened. Where prices were well below ceilings the 
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Office of Price Stabilization suspended in this period many wholesale and 
retail price ceilings. By December 15, 70 percent of the wholesale price index 
but only 49 percent of the consumer price index were still subject to OPS control. 

The Wage Stabilization Board, during this period, handed down important 
decisions in a number of basic industries, including rubber, copper, meat pack- 
ing, aircraft, and coal, and put on a self-administering basis certain changes 
in health, welfare, and pension benefits. As a result of the coal decision of the 
Board, which approved only $1.50 of the $1.90 per day wage increase negotiated 
between the union and the coal industry, and which was subsequently overruled 
by President Truman on his desire to avoid any major economic disturbances 
which could not be satisfactorily resolved during his remaining tenure in office, 
the industry members and the Chairman of the Wage Stabilization Board re- 
signed. 

During the December-January period an all-public Wage Stabilization Com- 
mittee was formed with Mr. Charles Killingsworth as Chairman, after efforts 
to reconstitute a tripartite Board were unavailing. This Committee stccess- 
fully reduced the backlog of Board cases and supervised the work of the staff. 
In the Office of Price Stabilization Mr. Joseph H. Freehill was appointed Price 
Director upon the resignation of Mr. Tighe Woods. Mr. William G. Barr suc- 
ceeded Mr. James Macl. Henderson as Acting Director of the Office of Rent 
Stabilization. The Economic Stabilization Administrator, Mr. Roger L. Putnam, 
who, on the request of the President had remained in office long after his 
original commitment of remaining until June 1952, submitted his resignation 
which was accepted as of December 22, 1952. Mr. Michael V. DiSalle served as 
Economic Stabilization Administrator until the end of January. 

In January the Economic Stabilization Agency completed briefing materials 
on the direct controls program which were designed to make for an easier trans- 
fer of authority and to be helpful in arriving at decisions needed prior to the 
congressional hearings on extension of the Defense Production Act. Without 
recommending specific legislation or program, the issues, problems, and alterna- 
tives were discussed fully. The President established his direct controls policy 
in his February 2 state of the Union message, when he said: 

“* * * T do not intend to ask for renewal of the present wage and price 
controls on April 30, 1953. In the meantime, steps will be taken to eliminate 
controls in an orderly manner, and to terminate agencies no longer needed for 
this purpose * * *, I recommend continuance of the authority for Federal con- 
trol over rents in the communities in which serious housing shortages exist. 
These are chiefly the so-called defense areas. In these and all areas, the Fed- 
eral Government should withdraw from the control of rents as soon as prac- 
ticable. But before they are removed entirely, each legislature should have full 
opportunity to take over, within its own State, responsibility for this function.” 

During February, March, and April, 1958, this policy was executed and agency 
liquidation proceeded in an orderly manner. Wage and salary controls were 
terminated on February 6 by a single Executive order, since wage decontrol on 
any other basis appeared to be most impractical and would interfere with col- 
lective bargaining until decontrol was finally effected on April 30. Without a 
similar situation for prices, control coverage was reduced in several stages and 
on March 17 the last of the price-control regulations were terminated. This 
schedule of price decontrol, which was developed and approved by the Office of 
Defense Mobilization and the Defense Mobilization Board, started with weekly 
actions on February 6. By March 12 all controls at retail had been suspended and 
only certain chemicals, iron and steel products, some metal alloys, and ma- 
chine tools remained under control until March 17. 

The administrative liquidation can perhaps best be described by personnel 
strength reductions. (See attached table.) Although the total agency strength 
had been reduced by December 31, 1952, to 9,313, by the end of February, March, 
and April, 1953, total employment figures were 7,500, 4,500, and 2,300, respec- 
tively. Of the remaining staff on April 30, 63 percent were in the rent pro- 
gram, which has not been terminated. By June 30, 1953, total employment is 
anticipated to be 1,354 of which about 76 percent will be rent personnel. 

Rent control has been extended by Congress in both the so-called critical and 
noncritical rent areas. Federal control over noncritical areas has been ex- 
tended until July 31, 1953, to allow State and local governments to take necessary 
action to continue controls if desired. Authority for Federal control over critical 
areas has been extended until April 30, 1954. However, all of the 124 areas 
now certified must be reviewed by July 31, 1953. Recertification is permitted 
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only where Department of Defense or Atomic Energy Commission establish- 
ments cause substantial immigration, housing shortages, and pressure on rents. 
As ot April 30, 1953, approximately 6 million rental units in the country were 
under Federal control (of which 1.4 million were in critical areas) and 2.9 
million were under State and local control. 

Aside from record disposal, outplacement, and other housekeeping functions, 
the major liquidation activities in the price and wage area requiring some per- 
sonnel past April 30, 1953, consist of the enforcement and the history programs. 
In accordance with congressional and Executive direction violations of regula- 
tions in force are not condoned by subsequent termination of regulations. The 
Office of Price Stabilization has been attempting to close all pending viola- 
tion cases by settlement or referral to the Department of Justice with the recom- 
mendation that court enforcement action be instituted. With different enforce- 
men procedures established by law for wage and salary, the National Enforce- 
ment Commission is required to bring to conclusion violation cases instituted 
before it by the wage and salary agencies. Currently about 700 cases are pending 
with the NEC. These cases, in addition to those still to be received, must be 
adjudicated by the NEC and if violations are found to exist, the proper certifica- 
tion made to the Bureau of Internal Revenue. 

Bach constituent agency, as part of their liquidation program, has been directed 
to develop a record and analysis of their activities. The major purpose of this 
operation is to provide aid and guidance in the event of another national 
emergency which might require a direct controls program. These materials are 
immediately being made available for the mobilization preparedness staff being 
established in the Office of Defense Mobilization. 

With this final submission of material for the Joint Committee on Defense 
Production, I would be remiss if I did not request you to convey to the com- 
mittee with this report our sincere appreciation for the help and guidance 
which the committee has given us throughout the duration of this agency. 

Sincerely yours, 
CHARLES E. MILLS, 
Deputy Assistant Administrator. 


Economic Stabilization Agency employment 
 -erewtag, we alee | | 
June 30, 1953 





7 30, 1952 g. 31, 1952] Apr. 30, 195: 
Agency Apr. 30, 1952 | Aug. 31, 19 Apr. 30, 1953 | "(estimated 

Office of the Administrator_.___- al 72 65 15 8 
Office of Price Stabilization____. 12, 258 | 7, 661 450 190 
Office of Rent Stabilization 4 2,81 2, 822 1, 442 | 1, 035 
Wage Stabilization Board ; ‘ — 1, 987 1, 822 336 89 
Salary Stabilization Board -. 251 384 4 17 
Railroad and Airline Wage Board 11 1] ae . a 
National Enforcement Commission - - - (‘) 74 15 15 

TORR on ca I a el 17, 392 12, 839 2, 292 1, 354 








1 On Apr. 30, 1952, NEC was part of Wage Stabilization Board. 





OFFICE OF PRICE STABILIZATION 


OFFICE OF PRICE STABILIZATION, 
Washington 25, D. C., May 14, 1958. 
Hon. ArtHuR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington 25, D. C. 


Dear ARTHUR: I am transmitting herewith the summary of operations of 
the Office of Price Stabilization from September 1, 1952, to April 30, 1953. This 
is in response to the request made to you by the chairman of the Joint Com- 
mittee on Defense Production, March 31, 1953. 

If the committee desires additional information on the operations of the 
component offices of the agency, I shall be very glad to provide it. 

Sincerely yours, 
JosepH H. FREEHILL, 
Director of Price Stabilization. 


88759—53 6 
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OPERATIONS OF THE OFFICE OF PRICE STABILIZATION, SEPTEMBER 1, 1952, TO 
Apri 30, 1953 


At the time of the preceding report of the Office of Price Stabilization to 
the Joint Committee on Defense Production in September 1952, the mixed- 
market situation, which had characterized the economy for more than a year, 
Was stressed. The agency was under continued pressure for price relief in a 
numver of industrial sectors: metals, machinery, some chemicals and petroleum 
products, a number of food products, and most service industries. These pres- 
sures originated in higher materials and labor costs. They were intensified 
by increases in freight rates obtained by the railroads and by many motor 
carriers, 

As the agency entered the period covered by this report, it was faced with 
the necessity of resisting these price pressures while operating under severe 
handicaps. Weakening of price-control authority by the 1952 amendments to 
the Defense Production Act had been followed by a drastic cut in appropria- 
tions, necessitating a severe personnel reduction and the closing of many field 
offices. Moreover, the waning enthusiasm of the Congress for the price-control 
pregram was matched by active opposition in many quarters. 

In spite of this generally unfavorable psychological atmosphere, the OPS 
staff made an earnest effort to keep inflationary pressures under control in 
accordance with the basic mandate of the Defense Production Act. The task 
became increasingly difficult, however, following the November elections, be- 
cause of uncertainty as to the policy of the new administration. There were 
some early indications that price control might be extended, at least for a brief 
period, beyond April 30. However, the new administration's determination to 
permit price-control authority under title [V of the act to die on April 30 
was announced by the President in his state of the Union message on February 
2, 1953. 

At the same time, the President directed OPS to accelerate its decontrol 
program so as to eliminate all price controls as rapidly as consistent with 
orderly administration. There followed a series of 7 major decontrol orders 
eliminating all remaining price controls over a period of less than 6 weeks, 
ending March 17, 1953. 

As had been generally anticipated, the removal of price controls resulted in 
rather abrupt price rises in a number of important commodities. However, 
there was no general increase in price levels, since basic inflationary pressures 
had spent themselves on previous price rises, or had subsided. Increased pro- 
ductive capacity and leveling of defense consumption had removed public fear 
of shortages and prevented scare buying, which might have occurred had price 
controls been abandoned earlier. 

The lifting of all price ceilings 6 weeks before the termination of price con- 
trol authority permitted the agency to initiate liquidation procedures earlier 
than would otherwise have heen possible, with consequent savings to the Gov- 
ernment. However, this advantage was lost in some measure by the Bureau of 
the Budget’s impounding of funds, which forced a premature closing of field 
offices. The results were most serious in the area of enforcement, where re- 
sponsibility had been highly decentralized. The program was seriously retarded 
by the necessity of transferring nearly 1,000 unfinished enforcement cases to the 
national office. As a result, it will not be possible to dispose of all these cases 
prior to June 30. 

I. PRICE OPERATIONS 


1. Adjustment of ceiling price regulations 


1. New tailored regulations.—During the last quarter of 1952, in particular, 
further progress was made in rounding out the structure of tailored regula- 
tions, Nineteen new ceiling price regulations were issued, nine of which were 
in the area of forest products—Sitka spruce and west coast hemlock, western 
wood preserving, untreated eastern poles and pilings, Douglas fir and western 
hemlock doors, New England hemlock and other New England softwoods, stock 
millwork, south central hardwood and yellow cypress lumber, northeastern hard- 
wood, and gummed paper and related products. Six new regulations were issued 
in the field of industrial metals and manufactured goods, establishing ceiling 
on Lake Superior iron ore, concrete reinforcing bars and material, collapsible 
tubes, forgings, chromium metal products, and used rails. The remaining CPR’s 
were in the field of animal feeds. In addition, 16 supplementary regulations 
to the General Ceiling Price Regulation and several hundred amendments to 
existing CPR’s were issued, including many industry earnings standard ad- 
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justments, provisions for increased transportation costs, exemption and suspen- 
sion actions and, finally, complete decontrol, as described below. 

2. Pass-through of increased metals costs——The price increases which had 
been granted to steel and aluminum producers and for imported copper in mid- 
1952, coupled with increased wage rates and freight costs, caused a squeeze on 
many metal fabricators. These increases in costs resulted in sharply reduced 
earnings. To meet this situation, OPS granted on September 10, 1952, a direct 
pass-through of the increased steel, aluminum, and imported copper costs. 

Subsequently, lake iron ore producers were also allowed a price increase. On 
February 13, 1953, domestic sellers of primary nickel were permitted to increase 
their ceilings by 314 cents a pound to offset a similar rise in the price of Canadian 
nickel. 

5. Industry earnings standard increases.—The increase in production costs 
led to a marked increase in requests for price relief under the industry earn- 
ings standard. Under the existing procedure, action on these requests required 
about 6 months to complete. On September 16, a new procedure for collecting 
data was set up, designed to expedite the processing of applications under this 
standard. The new procedure cut the average time at least in half, and some 
38 surveys were conducted. Of 29 price increases granted to industries from 
September 1, 1952, to April 30, 1953, 19 were under the new procedure. 


Price increases granted under industry earnings standard 


Date Industry Increase 


Sept. 23 | Refractories 5 percent. 
20 | Retail coal dealers 
29 | Agricultural and garden 


5 to 35 cents per ton 


hand tools 8 percent 

















Oct. 3 | Asbestos cement 5.5 percent, 
30 | Bicycles 7 percent 
31 | Crown closures 9 percent 

Nov. 20 | Metal cans 4 percent 

Dee. 5 | Cast aluminum cooking utensils 8.5 percent. 
5 | Sheet aluminum cooking utensils 7 percent 
16 Metal caps ind home-canning closures GC PR-+7.75 percent 
18 Rolled, figured, heat absorbing and wire glass GC PR-+2 percent 
19 | Malleable iron castings 6.2 percent. 
31 | Cotton ginning machinery 1.7 percent 

195 

Jan 2 | Carbon and low alloy steel castings 
2 Gray iron castings 
& Machine-made household and commercial glassware 
12 | Enameled cast iron plumbing fixtures of GCP! 
12 | Industrial scales and balances 6 percent 
14 | Tar processors Do 
21 | Insulating siding 11.5 percent 
2 Window glass 3.25 percent 
22 | Dead burned magnesite ) percent 
22 | Mixed fertilizers 1 percent 
23 | High alloy steel castings ; reent 
28 | Aluminum mill product GCPR+9.2, SR 113+4.0. 
30 | Cast iron boilers and radiators 5 percent 
30 | Electrically operated underground coal mining machinery 7 percent 

Feb. 3 Automotive type lift Do 
1] Asbestos paper, millboard, and converted products 6.25 percent, 6.25 per- 

cent, and 3.2 pe nt 
About 6 percent of gross sales, but not over 10 percent at | ‘ 
2 Ordered by Office of Defense Mobilizatio 
4. Price increases for agricultural commodities.—Although farm income sagged 


during the period, largely because of the fal! in the price of beef, some elements 
of farm cost continued to rise. Because of the weakness in the price of vegetable 
oils, producers sought to increase their earnings from the pressed meal of such 
commodities as cottonseed, linseed, and soybeans. The market for meal, widely 
used as animal feed, was much stronger than that for the oil. Producers wanted 
the men! ceiling prices increased to offset the lower values of the oil. Although 
the Ageney did grant some increases, industry was not satisfied and sought re- 
dress through protest proceedings and legal action. 

New ceiling-price regulations were also issued during the period providing 
higher prices on distillers’ and brewers’ dried products and alfalfa products. 
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The Agency also found it necessary to grant a slight price increase on bulk super- 
phosphates and mixed fertilizers because of increases in the price of sulfur and 
phosphate rock components. 

B. Decentralization of authority 

The Agency’s policy of increased delegation of authority to district and re- 
gional price officials led to a number of changes in procedures, reporting practices, 
and the focus of price actions during the period. Perhaps the most notable 
activity was in the field of community pricing, a system under which grocery 
ceiling prices were calculated for each community by the local OPS district office 
and posted in stores. This method of pricing dry groceries on a dollar-and-cents 
basis according to the size of the retail operation, theretofore limited to a few 
pilot communities, was extended to the entire country. 

Mr. Tighe Woods, Director of Price Stabilization, in the first few months of 
this period, was anxious that the public become better informed regarding the 
problem of price control, and sought to obtain a larger measure of public under- 
standing by establishing local price stabilization boards. These boards were to 
consist of equal representation from business and consumers with an additional 
member chosen by these representatives. As a pilot project, three such boards 
were set up experimentally in Sacramento, Calif.; Providence, R. I.; and St. 
Paul, Minn. The three boards continued to deal actively with a variety of price 
problems of concern to their communities until the very end of the program. 
Decision on the extension of the local stabilization boards to other areas, however, 
was delayed until the experience of the pilot boards could be evaluated and until 
the new administration could consider price-control policy. Should price controls 
again be required, the brief experience of the three boards might usefully be 
reviewed to evaluate their role as an integral part of a stabilization program. 

Other examples of the trend toward decentralization are to be found in the 
broadening of delegation of authority to deal with new sellers in categories not 
previously covered, such as lumber wholesalers and retailers and resellers and 
small manufacturers under GCPR, as well as to process additional types of 
adjustment applications from service establishments and small manufacturers. 
C. Volume of activity 

The following table compares data on individual price actions for the periods 
before and since August 1, the date for which cumulative actions were sum- 
marized in the previous report to the joint committee, and indicates the extent 
to which authority delegated to the field affected these actions. 


Individual price actions 





| 
| National office Field 
Total oe Foe od ee A a 
number | | | 
Number Percent Number | Percent 
a ienineeni aces ——— 
Aug. 1, 1952-Mar. 17, 1953 | | | 
Adjustments 7, 981 1,166 | 14.6 | 6, 815 85.4 
Authorizations.__ 4, 899 2,315 48.0 | 2, 507 52.0 
Determinations i 10, 338 | 8,391 | 81.2 | 1, 947 } 18.8 
Filings 120, 455 39, 490 | 32.8 | 80, 965 | 67.2 
Potal 143. 596 51, 362 35.8 92, 234 64.2 
Jan. 26, 1951-July 31, 1952 
Adjust ments__- 30, 058 17. 525 58.3 41.7 
Authorizations. _. °6. O68 12, 841 49.3 50. 7 
Determinations 164, 076 159, 515 97.2 2.8 
Filings 2, 894, 294 130, 711 4.5 95.5 
Total 3, 114, 496 320, 592 10.3 2, 793, 904 89. 7 


! Filings include 24,000 export-import price schedules, previously received but unreported, which were 
recorded in the national office total subsequent to Aug. 1. 


Definitions.—Adjustment: An increase in an established ceiling price or a 
revision in an established margin or ratio, for an individual seller or group 
of sellers, based on an application filed in accordance with and under con- 
ditions specified in a regulation and subject to approval, either actual or con- 
structive, on the basis of prescribed criteria. 





wait 


RN ad oe 
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Authorization: A ceiling price or pricing method established by order of 
OPS, in response to an application submitted by a seller in accordance with 
provisions of and under conditions specitied in a regulation. 

Determination with a time limit: A determination of a ceiling price or pric- 
ing method (not an increase or revision of one already established) filed by a 
seller with OPS, which becomes effective after a specified time unless OPS takes 
written action to modify or disapprove the ceiling price or requests additional 
information. 

Filing: A report of a base period or current ceiling price, pricing method, 
or transaction tiled with OPS, which constitutes notice to OPS, as required by 
a regulation, but which does not require written approval by OPS or the expira- 
tion of a time limit before effectuation, even though it may later be disapproved 
or revised by letter order, or corrected or amended by the seller. 

The proportion of adjustments and determinations handled in the field in- 
creased markedly. The increase in the proportion of adjustments reflects pri- 
marily delegated authority in the service industries where the volume of price 
activity remained constant because of continued price pressures. In the earlier 
period by far the largest number of determinations involved form 8’s filed with 
the national oftice under the interim manuiacturers’ regulations, for the most 
part prior to January 1952. More than half of all determinations handled in 
the fieid offices originated in the service industries. 

D. Suspension and decontrol 

The program of price control suspension begun by the Agency early in 1952 
was written into the 1952 amendments of the Defense Production Act. The 82d 
Congress in renewing price control authority for 10 months, on June JO, 1952, 
wrote into the law’ a deciaration of intent that “the zeneral control of wages 
and prices be terminated as rapidly as possible’ and that controls meanwhile 
be suspended in areas which were not subject to inflationary pressure. Previ- 
ously, OPS had suspended such materials as cotton, wool, hides, synthetic fibers, 
burlap, and vegetable oils; and such manufactured products as yarns and fabrics, 
leather, Whisky, wine and spirits, bedding, radio and television sets, soft-surface 
floor coverings, and cigars, During the last quarter of 1952, other signilicant 
suspension actions included shoes; men’s, women’s, misses’ and junior misses’ 
apparel; hosiery; wholesale lamb and mutton; bottled soft drinks; wholesale 
pork; and most hardwood plywood. During January 1953, apparel contracting 
services, toys and games, and moderately priced furs were removed from price 
control. By the end of January, about 7U percent of the value of all goods 
traded in primary markets and only 49 percent of the value of ali consumer goods 
and services remained under price control. 

President Eisenhower's state of the Union message, delivered on February 2, 
1953, removed any doubt regarding the continuation of price and wage controls. 
The President stated, after indicating that much thoughtful consideration had 
been given the matter: 

“* * * T do not intend to ask for a renewal of the present wage and price 
controls on April 30, 1953, when present legislation expires. In the meantime, 
steps will be taken to eliminate controls in an orderly manner, and to terminate 
special agencies no longer needed for this purpose. It is obviously to be expected 
that the removal of these controls will result in individual price changes—some 
up, some down. But a maximum of freedom in market prices as well as collec- 
tive bargaining is characteristic of a truly free people.” 

The President’s program of orderly removal of controls was carried out by 
OPS in a series of seven decontrol actions, culminating with complete termina- 
tion of controls on March 17, 1953. The schedule of decontrol was designed to 
spread the impact on the economy, as well as to facilitate the liquidation of the 
agency. ‘Thus, while prices of scrap metals generally and of petroleum on the 
west coast were expected to rise, these items were exempted at an early stage. 
In general, each set of decontrol actions included some commodities that were 
likely to advance in price, as well as other products for which increases were not 
anticipated. 

The first of the seven comprehensive decontrol orders, issued February 6, 1953, 
and effective immediately, applied to all meats, restaurant meals, furniture, chil- 
dren’s and infant’s apparel, and most textile products at all levels, and a variety 
of consumer goods at retail and wholesale, including all small electrical appli- 
ances, kitchenwares, luggage, sporting goods, bicycles, and novelties and notions. 


1 Title IV, sec. 412 
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The items included comprised more than 7 percent of the value of all commodi- 
ties traded in primary markets. Previous actions suspending price controls for 
consumer goods and foods were changed to outright exemption since possible 
recontrol in the event of price advances to so-called trigger points was no longer 
contemplated. 

The second decontrol action was effective on February 12, 1953, and decon- 
trolled rubber products; scrap and secondary metals; construction; lead, zine, 
tin, and most minor metals and minerals; iron ore; paints and glass; crude 
petroleum, natural gas, and their products (except No. 2 heating oil) ; fats and 
oils (except oleomargarine) ; poultry and eggs; soaps, cleansers, and detergents; 
and several other commodities and services representing 15 percent of sales in 
primary markets. 

On February 18, 1953, the third action carrying out the President’s directive 
lifted controls from a wide variety of commodities and services. The order de- 
controlled drugs and cosmetics, lumber and wood products, coal, consumer-type 
services (except laundry, linen and diaper supply services, and dry cleaning), 
transportation services, dairy products and oleomargarine, manufacturers’ sales 
of consumer items previously decontrolled at wholesale and retail, other con- 
sumer goods, nonmetallic building materials, refractory products, farm ma- 
chinery and equipment, certain specialized automotive equipment (fire trucks, 
ambulances, hearses, etc.), many types of heavy machinery and equipment, rail- 
road locomotives and cars, and industrial and technical glass products. Many 
of the commodities, particularly in metals and machinery fields, had been press- 
ing against ceiling during the entire controls program. 

The next action, taken 1 week later, on February 25, 1953, exempted copper, 
aluminum, most dry groceries, tobacco products, confectionery, metal stamp- 
ings, and screw machine products. Of the major metals only steel remained 
under control. This action brought an end to the community pricing program 
of posted ceiling prices in grocery stores. 

The following week, on March 5, 1953, the fifth stage in final decontrol 
brought an end to price controls on new and used cars and trucks, major house 
hold appliances, bakery products, copper chemicals, and virtually all services. 
By this time, items representing only 4 percent of all consumer goods and services 
(coffee, beer, and No, 2 heating oil) and about 22 percent of all producer goods 
were still subject to ceilings. Most of the commodities remaining under control 
were in the fields of industrial organic and inorganic chemicals, building ma- 
terials, basic iron and steel products, and machinery and related products. 

All items entering into the cost of living and all but 5 percent of producer 
goods were removed from control by the sixth action on March 12, 1953. The 
order related to the following items: Coffee, beer and other malt beverages, 
soybeans and animal feeds, No. 2 heating oil, all chemicals (except sulfur, sul- 
furie acid, oleum and sulfur dioxide), most industrial materials and machinery 
(with the exception of steel mill products, ferroalloys, and machine tools), and 
all remaining controls on export and import sales. 

The final action removing the remaining controls was taken on March 17, 
1953. The order also terminated the voluntary agreements between OPS and 
steel producers. Business firms were directed to preserve records for inspection 
of past transactions according to regulations under which they formerly operated, 
but not longer than April 80, 1955. No requirement for recordkeeping on fu- 
ture transactions Was made. Price decontrol as of March 17, 1953, was com- 
plete not only in continental United States but in the Territories and possessions 
and the Commonwealth of Puerto Rico as well. 


II. PRICE MOVEMENTS 


With a fairly constant rate of expenditure for national security during the 
period covered by this report, inflationary pressures were largely confined to the 
metal-using and other industries closely related to national defense. 

Most prices moved downward between August 1952 and April 1958, except 
for the decontrol period, mid-February through mid-March. Spot market prices 
for basic raw materials declined about 9 percent during this 8-month period; 
producers’ prices in primary markets fell 3 percent; prices received by farmers, 

2 percent; and prices paid by farmers, 3 percent. By mid-April, the cost of 
living (urban consumers’ prices), however, had nearly recovered its record high 
of August and November 1952, after declining in December, January, and 
February. 
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During the period of accelerated OPS price decontrol, February 6-March 17, 
1953, all official measurements of price movements temporarily turned upward. 
Price advances and announcements of future advances were scattered through- 
out the list of goods and services at every level of distribution. Prices for some 
important items jumped sharply; prices for others rose moderately; while 
prices for some items continued downward. In a few instances, price advances 
put in effect upon decontrol, or announced for future dates, were rescinded. 
Following decontrol, the price of aluminum scrap jumped 36 to 62 percent; 
copper scrap climbed about 40 percent, but by mid-April the gain was reduced 
to 22 percent; domestic copper climbed 12 to 40 percent and settled at a gain of 
26 percent: coffee, cement, and cigarettes each advanced about 5 percent ; Pacific 
coast petroleum products 10 percent ; magnesium 10 percent; industrial alcohol 
20 percent; gypsum products 3 to 7 percent; light bulbs 9 percent; and many 
chemicals 2 to 25 percent. Individual companies announced increases for brick, 
cooking utensils, farm machinery, fertilizer, iron ore, plumbing and heating 
equipment, and repair services. 

Sensitive prices for basic raw materials traded in spot markets continued to 
decline moderately between August 1952 and February 1953. Following the 
first OPS decontrol order of February 6, 1953, these prices turned slowly upward, 
gaining 3.3 percent in 6 weeks. Thereafter, the downward trend was resumed, 
influenced by Communist peace moves, so that by the end of April spot market 
prices averaged 36 percent below the post-Korean peak of February 16, 1951, 
and 2 percent below the pre-Korean level of June 1950. Over this period 
(February 16, 1951—April 30, 1953) prices for tallow dropped 75 percent; burlap 
and rubber 65 percent; hides, wool tops, and lard about 50 percent; steers 40 
percent; zinc 85 percent; and cotton 27 percent. Smaller declines were made 
in prices for lead, corn, and print cloth, while advances were made in prices for 
copper (23 percent) and sugar (8 percent). 

Producers’ prices for commodities traded in primary markets moved downward 
2.3 percent between August 1952 and February 1953; gained 0.5 percent in March 
but declined fractionally again in April to a level 6 percent below the February 
1951 peak. Over the 8-month period, prices for all commodities combined dropped 
2.5 percent, mainly because of net reductions of 11 percent for farm products and 
7 percent for processed foods. Most other prices edged upward, 0.5 percent on the 
average. The only other exceptions among groups were prices for textiles and ap- 
parel, and rubber and rubber products, which declined slightly. 

In March and April 1953, prices for about 45 percent of the value of all com- 
modities traded in primary markets were at or within 2 percent of post-Korean 
peaks, including most commodities in the metals, machinery, building materials, 
tobacco and bottled beverages groups, and fuel, power, and lighting material 
groups. Textiles and products, rubber and rubber products, and hides, skins, 
and leather products were down the most—from 15 to 23 percent from peaks. 
Only hides, skins, and leather products were slightly below pre-Korean levels. 
The net gain for all producers’ goods since Korea (June 1950) averaged nearly 
10 percent, led by pulp, paper and allied products (up about 20 percent) ; metals 
and metal products; machinery and motive products; and rubber and rubber 
products (up 15 percent) ; followed by chemicals, processed foods, building ma- 
terials, and furniture and household durables (up 9 to 13 percent.) 

Prices received by farmers dropped sharply (12 percent) between August and 
April, to a level 5 percent above Korea, as prices for crops were reduced 10 per- 
cent, and prices for livestock and products 15 percent. Prices paid by farmers 
were reduced only 2 percent in the 8-month period, with prices paid for pro- 
duction items down 6 percent and prices paid for farm family living down 3 
percent. 

In November 1952, the cost of living, as measured by the Consumer Price Index 
of the Bureau of Labor Statistics, regained its record high of August. Declines 
totaling 1 percent in December, January and February followed by fractional 
advances in March and April brought retail prices close to record levels once 
more, 4 percent above the price-freeze level and 12 percent above the pre-Korean 
level. Between September 1952 and April 1953, food prices fell about 4 percent, led 
by sharply lower beef prices; apparel declined fractionally; housing costs ad- 
vanced 2 percent, with rents up 4 percent; and all other groups advanced slightly. 
Following decontrol, coffee prices rose 4 percent and bread advanced 1 cent a 
pound in many cities. Reports also indicate other increases, including a 5 per- 
cent increase in retail cigarette prices, and advances in service and repair 
charges in many areas. 
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III. ADMINISTRATIVE AND JUDICIAL REVIEW OF PRICE ACTIONS 


The Defense Production Act in section 407 (a) provides that any person sub- 
ject to a regulation may, within 6 months after its effective date, file a protest 
against the regulation, setting forth his objections and supporting evidence. 
Under the act a protestant has the right, upon request, to have his protest con- 
sidered by a Board of Review before decision by the Director of Price Stabiliza- 
tion. Within 380 days after the filing of the protest, the Director is required 
to grant or deny it, provide an opportunity to present further evidence, or refer 
the protest to a Board of Review. 

The act further provides that any person aggrieved by a denial of his protest 
may obtain court review in the Emergency Court of Appeals by filing a com- 
plaint within 30 days after the denial of the protest. This court has exclusive 
jurisdiction to review the validity of price regulations and orders. Also, a per- 
son can, upon a showing of reasonable excuse for failure to file a protest, obtain 
permission from a district court, during an enforcement proceeding, to file a 
complaint directly with the Emergency Court of Appeals for the purpose of 
challenging the validity of the regulation underlying the enforcement proceeding. 
Legal issues 

The legal issues raised in the proceedings for administrative and judicial re- 
view have dealt with level of ceiling prices, charges of discrimination, pricing 
techniques, exemptions from price control, special agricultural standards, Cape- 
hart amendment, Herlong amendment, meat allocations, individual adjustments, 
and numerous jurisdictional and procedural matters. 

Some of the cases decided by the Bmergency Court of Appeals involved two or 
more of these issues. Among the most important of the cases decided were 
Norman Frank vy. DiSalle (196 F. 2d, 502 (1952)) (validity of pricing tech- 
niques and discrimination against certain types of automobiles) ; Safeway Stores 
v. Arnall (196 F. 2d, 510 (1952) ) and Safeway Stores v. Freehill (202 F. 2d, 753 
(1953) ) (construction of the Capehart and Herlong amendments, respectively ) ; 
Davidson Meat Co. v. Arnall (196 F. 2d, 521 (1952)) (validity of classification 
of meat wholesalers) ; Wing v. Woods (198 F. 2d, 569 (1952) and 198 F. 2d, 571 
(1952) ) (construing restraining order provisions of the Wolcott amendment) ; 
and Flett v. Freehill (202 F. 2d, 161 (1953) ) (classification of scrap iron distrib- 
utors—judgment withdrawn because of decontrol). As hereinafter indicated, a 
number of significant cases are still pending. 

Pending administrative and court review proceedings.—Although the majority 
of court cases and protests became moot because of the ending of price controls 
and were accordingly disposed of, numerous matters still remain before the 
courts and the Director of Price Stabilization. 

In Massy v. Freehill SR 5 to the GCPR is attacked on the ground that it is 
arbitrary and capricious for OPS to force manufacturers’ resale prices for op- 
tional equipment on complainant (a retail dealer) and to forbid the collection 
of historical service charges on factory-installed equipment. It is also charged 
that automobile dealers are discriminated against in favor of truck and other 
dealers. 

In Tribe v. Freehill SR 5 to the GCPR is attacked on the ground of interference 
with historic industry practices in violation of section 402 (g) of the act because 
it did not permit auto dealers to recover advertising costs. It is further claimed 
that the regulation, insofar as it purports to establish ceiling prices for auto- 
mobiles sold for a combination of cash and trade-in of a used car, is so vague 
and confusing as to be invalid. 

In the Kershaw and Klosterman cases there is under attack the regulatory 
prohibitions in CPR 24 which prevent beef wholesalers from selling fabricated 
cuts of beef to retailers and other nonpurveyors of meals It is contended that 
the regulation interfered with the historic practices of the industry in violation 
of section 402 (g). The action of the Director is before the court for review in 
five additional cases. 

Still pending for administrative review by the Director are a number of pro- 
tests attacking the validity of an adjusted base period and of various inline 
prices; also the protest of Purofied Down Products contesting the retroactive 
force of a regulation in cutting across Government contracts entered into prior 
to the regulation; and the protests of 509 automobile dealers which raise com- 
plex questions of fact and law with respect to Capehart, Herlong, business prac- 
tices, discrimination, standardization, specifications, classification, arbitrary 
and capricious action, and ambiguity of language in the regulations. 











S4 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


CHART 2 


NET CHANGE IN PRIMARY MARKET PRICES 
FEBRUARY 1951 vs MARCH 1953 
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Duriag period of price controle, greatest price pressures were exerted 
by “hard goods” important to the defense program. Only 4 of 13 groups 
made net price gains in the period. 


Source: Wholesale Prnce ladex, U. S. Bureau of Labor Statistics 
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CHART 3 


NET CHANGE IN PRIMARY MARKET PRICES 
JUNE 1950 vs MARCH 1953 


PERCENT CHANGE 
+25 
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In March 1953, the final month of price controls, prices for all 
product groups except Hides, Skins, and Leather Products were 
above the pre-Korea levels. Note relatively large gain for groups 
important to defense program. 


Source: Wholesale Price Index, U. S. Bureau of Labor Statistics 








S6 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Counsel for various persons have indicated that additional protests and direct 
complaints will be filed. Under section 706 of the Defense Production Act, a 
protestant or complainant may continue to challenge an order or regulation after 
the termination date of title IV of the act. 


Statistical summary of administrative and judicial proceedings 


Up to April 1, 19538, a total of 717 protests had been filed with OPS; 688 were 
disposed of and 29 left pending. As of April 24, 1953, 52 complaints involving 
price control had been filed with the Emergency Court of Appeals, Nine of these 
cases were still before the court on April 30. 


Conflict of laws 


In addition to legal problems posed by proceedings challenging the validity 
of regulations, the Agency was often faced with conflicts with the objectives or 
provisions of other legislation, both Federal and State. In the area of Federal 
regulations, there were the antitrust laws, including the Sherman Act, the 
Clayton Act, the Federal Trade Commission Act, and the Robinson-Patman Act; 
the Rubber Act of 1948; the Federal Property and Administration Review Act 
of 1949; the Agricultural Act of 1949; the Veterans’ Canteen Service; and the 
Federal Reports Act. Most conflicts were administratively resolved. 

In the area of State regulation, the most significant statutes were the fair- 
trade and minimum-price laws. Since Federal statutes are the supreme law 
of the land under Article VI of the Constitution, the Director of Price Stabiliza- 
tion took the position that price ceilings established under the Defense Produc- 
tion Act were paramount to prices established under State laws. He was upheld 
by the court in U. 8. v. Ericson (102 F. Supp. 376 (D. Minn. 1951) ). 


IV. ENFORCEMENT ACTIVITIES 


The last report to the Joint Committee on Defense Production called attention 
to the recasting of the enforcement program necessitated by the drastic reduc- 
tion in personnel. Thereafter, enforcement survey activity had to be confined, 
for the most part, to manufacturing and wholesale levels in those industries 
Which most directly affected the defense program and in which price pressures 
seemed to be unusually significant. 

Accordingly, enforcement survey activity was undertaken mainly in chemicals, 
scrap metals, oil-country tubular goods, livestock feeds, heating oils and ligue- 
fied petroleum gas. Important retail areas in which price pressures were sig- 
nificant were not, however, completely neglected. Enforcement survey activity 
Was undertaken in a number of service trades of special significance to the 
consumer budget, e. g., laundries, cleaning and dyeing, automotive and electrical 
repairs, and parking lot and automobile storage charges. 

A number of significant operational changes designed to facilitate the enforce- 
ment program were also instituted. The authority of field office enforcement 
directors to compromise Government treble damage claims without prior approval 
by the National OPS Enforcement Office was expanded to include cases in which 
the ascertained overcharges did not exceed $15,000; this figure had previously 
been $1,000 

Also, field enforcement staffs were delegated greater authority for direct re- 
ferral of cases to the local United States attorneys for prosecution. Thence- 
forth, all treble damage actions in which the damages claimed did not exceed 
$50,000 could be instituted upon direct referral without prior review by either 
OPS or the Department of Justice personnel in Washington. However, all sig- 
nificant steps taken in such litigation were required to be reported immedi- 
ately both to the National OPS Enforcement Office and to the Department of 
Justice. 

Since treble damage claims and suits had always been and continued to be 
the enforcement sanction most utilized, these operational changes aided the entire 
enforcement program, and had this program of decentralized enforcement. been 
permitted to continue as originally planned, all substantial cases could have 
been adequately prepared for referral to the Department of Justice prior to 
June 30, 1953. However, an unexpected withdrawal of funds by the Bureau of 
the Budget in February 1953 forced such a serious curtailment of OPS field 
operations as to require the transfer to Washington of many hundreds of cases 
which could have been completed in the field in a much shorter space of time 
than will now be possible. 

Approximately 1,000 prelitigative enforcement cases were pending on April 
30, involving apparent violations already ascertained or reasonably estimated 
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to aggregate $2 million. The proper disposition of these cases is one of the major 
problems in attempting to liquidate the agency by June 30. 
Between September 1, 1952, and April 30, 1953, 625 treble damage suits and 98 
criminal actions were instituted. As a result of the settlement of Government 
treble damage claims during this 8-month period, either before or after the insti- 
tution of suit, $3,137,850 were recovered for the Government. There are still 
pending in the courts 920 treble damage suits in which the apparent overcharges 
involved aggregate $7,820,845; and 81 criminal cases are still pending. 


V. BUDGET AND PERSON NEL 


On September 1, 1952, the agency had in its employ 5,951 persons, of whom 
1,878 were in the National Office and 4,073 in the regional and district offices. 
By January 31, 1953, the total number of employees was reduced to 5,001, re- 
flecting a continuing program of retrenchment. Of this total, 1,667 were in the 
National Office and 3,334 were in the field. 

Once the Presidential policy of accelerated decontrol was put into effect with 
issuance of decontrol orders over major segments of our economy, sharp cuts 
Were made in personnel and in the number of field offices. By the end of March 
1953, all of the agency’s district offices were closed and the staffs in the regional 
offices and the National Office were reduced to a total of only 1,874 employees. 
The final termination of price control authority on April 30, 1953, left 258 em- 
ployees, who will be separated as they complete their liquidation tasks. 

The budgetary situation also changed during this period. The agency initially 
was allocated $36.9 million to carry on its operations through June 30, 1953, 
including its liquidation activities. Subsequent developments in decontrol led 
the Bureau of the Budget in February to revise its apportionment for the balance 
of the fiscal year by setting aside $1,300,000 in reserve as funds which would 
no longer be available for the limited program remaining. In addition, the 
Bureau set forth limits to amounts available for regular personal services dur- 
ing the third and fourth quarters of fiscal year 1953 by issuing subapportion- 
ments for the two periods designating personal services in separate amounts. 
These unexpected budgetary limitations forced drastic revisions in programing 
the liquidation of the agency. 


VI. FINAL LIQUIDATION 


A. Prior to June 30, 1953 

In section 717 of the Defense Production Act, Congress provided a period of 
6 months from April 30, 1953—the date of termination of price control authority— 
for the liquidation of OPS. However, with the President’s announcement in 
February that renewal of price-control authority would not be requested, 
the agency laid plans for the virtual completion of liquidation by June 30, thus 
avoiding the need for appropriations for the agency in the fiscal year 1954. 

The staff of some 250 persons remaining on the rolls after April 30 will be 
engaged in the following principal activities: Legal, enforcement, budget and 
fiscal, administrative services, and the history project. As various liquidation 
processes are completed, the members of the staff concerned with those processes 
will be released. 


B. Continuing responsibilities 


As of June 30, there will unavoidably remain certain incompleted functions for 
the discharge of which appropriate arrangements will be required. Provision 
must be made for administrative review of protests of price regulations, and 
for defense against such protests where the protestant has taken or will take 
court action. Under the law, new protests could be filed as late as September 
1953. With respect to the enforcement program, equitable considerations as 
well as the protection of the Government’s interest require that pending cases be 
prosecuted in accordance with their merits. Finally, some provision must be made 
for preparation of closing payrolls and fiscal reports, payment of outstanding 
vouchers, resolution of disputed accounting items, and so forth. Except for pro- 
test cases, it is estimated that these matters can be disposed of by continuing 
agencies of the Government within a period of 4 months. Apprepriate recom- 
mendations in this regard are being made to the Director of Defense Mobiliza- 
tion. 


C. History 


In the summer of 1952 the Bureau of the Budget, acting on instructions from the 
President, directed each defense agency to undertake the preparation of a 
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detailed history of its activities. Work on this project proceeded slowly at first, 
but as active controls were terminated, increasing resources were thrown into this 
work 

The primary objective of this program is to provide such summaries of the 
OPS experience as will be most useful to the administrators of a future price 
control program, should one again be needed. Consequently, the studies which are 
being prepared are intended to be critical in character and to point up the lessons 
to be derived from failures and errors of OPS as well as from its successes, 

ln planning the details of this program. OPS has at all times worked in very 
close cooperation with the historical office of the Bureau of the Budget. 


CONCLUSION 


This final report marks the end of the Nation’s first experience with direct 
price Controls in a period of emergency short of all-out war. The past 27 
months have brought forth many conflicting points of view regarding the need 
for and the effectiveness of our pri e-control operations. These divergences of 
opinion are an inevitable and necessary characteristic of a democracy. 

Che important thing is that inflation was not permitted to become ruinous and 
that we are now able to return to the mechanism of the free market. It will take 
time and perspective to evaluate the lessons of our experience with any degree 
of definitiveness. But one point is clear to me, which I believe the passage of 
time will confirm—it is extremely difficult to bring quickly into being an effective 
system of direct price controls. 

Although OPS personnel made all possible use of OPA experience, there had 
heen no real advance preparation which might have prevented delays and errors 


in establishing price controls under the Defense Production Act of 1950. A reneti- 
tion of this situation can be avoided by proper planning. Our preparations for 
future emergencies should include measures for maintaining av stable economy. 
I believe that such planning in peacetime will pay large dividends in national 


security, and is the only practical way of achieving economic stability in time 
of war or other emergency. 

This does not mean that I envision the use of direct price controls in the near 
future: it does mean, however, that with the present international outlook it 
would be folly for us not to have this economic weapon in our arsenal. 





WAGE STABILIZATION BOARD 


The tripartite Wage Stabilization Board was rendered inoperative by the 
resignation of industry members on December 6, 1952, following the President’s 
reversal of the Board’s decision in the Coal case. (See Coal case below.) The 
Keonomie Stabilization Administrator, with the President’s approval, continued 
to exercise authority to control wages. On December 15, the Administrator, in 
turn, issued General Order 19 which established a Wage Stabilization Commit- 
tee composed of the public members of the Board to which he delegated authority 
for the administration of wage controls. This action was taken in order to 
preserve the continuity of the wage-stabilization program until the new adminis- 
tration and the new Congress could make a decision on the extension of controls. 

In the field, following the resignation of industry members, 7 of the Boards 
were all public, while another 7 continued to function triparitely, with public, 
industry, and labor representation. 

The chairman of the Wage Stabilization Committee announced that the Com- 
mittee would not adopt any new policies but would confine its efforts to case 
processing, in order to reduce the backlog of 12,365 cases on hand when the 
industry members withdrew from WSB on December 6. On February 6, 1953, 
when wage controls were suspended by Executive Order 10434, the backlog 
totaled 8,850, a reduction of 30 percent. Toward the end of the program, ap- 
proximately 52 percent of the cases submitted were disposed of within 1 month 
of their receipt and nearly SO.percent were handled within 60 days. 

In 2 years of operation, the Wage Stabilization Board and regional boards 
received approximately 136,000 wage adjustment and pension or profit-sharing 
cases. About 16 percent of those decided were modified or denied. The agency 
also received about 34,000 health and welfare reports. 
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SUMMARY OF MAJOR BOARD POLICIES AND ACTIONS 


Since the last report to the Committee, the Board adopted one new regulation 
(GWR 22) and amended several others. 

Wages of $1 per hour or less 

GWR 22 was the first wage regulation to be issued by the Economic Adminis 
trator, at the Board’s suggestion, under the 1952 amendments to the Defense 
Production Act. The purpose of GWR 22 is to effectuate and implement one of 
the amendments which states: “No regulation or order shall be issned or remain 
in effect under this title which prohibits the payment or receipt of hourly wages 
at a rate of $1 per hour or less.” 

The regulation provides that all employees, regardless of their method of 
payment, may receive supplemental payments that will bring their individual 
average earnings for each particular payroll period up to $1 per hour without 
Board approval, or, alternatively, the wages or rates themselves may be in 
creased so as to yield normal expected earnings of $1 an hour. Proposed in 
creases in rates above $1 an hour to maintain preexisting differentials affected 
by increases to employees earning less than $1 an hour require Board approval 
before they may be put into effect. 

Fringe benefits 

The Board, industry dissenting, proposed to the Administrator a revision of 
GWR 13, the fringe-benefits regulation. Under the amendment issued by the 
Administrator on December 15, the Board could approve paid vacations, paid 
holidays, premium pay, and shift differentials which do not exceed prevailing 
industry or area practice; or the prevailing practice of that group of establish- 
ments, comparison with which is best adapted to preserve normal patterns of 
determining conditions of employment; or the practice of a group of employees 
within the same establishment, comparison with which group is necessary to 
preserve normal patterns of determining conditions of employment; or the prac 
tice in any establishment with which a tandem relationship is shown. Other 
types of fringe benefits may be approved if they meet the above criteria, or if 
they are clearly inconsequential, or if the problems to which they relate are 
not generally encountered in the industry or area, or if they involve certain in- 
creases in reimbursement for expenses of employment. 


Deferred increase or improvement factor adjustments 
Under Resolution 9 issued by the Wage Stabilization Committee, adjustments 


due in 1953 under terms of deferred increase or improvement-factor agreements 
could be placed in effect without Board approval, provided that identical or 
greater adjustments due in 1951 or 1952 under the same agreements or policies 
had already been approved under WSB Resolution 22, 43, or 90. 

The regional boards and the Executive Director were also granted authority 
to handle certain deferred-increase or improvement-factor petitions which could 
be processed within WSB’s interplant or intraplant inequity regulations. 
Other regulations and/or resolutions 

The Board approved resolutions permitting employers to grant their employees 
time off without loss of pay for voting in the 1952 elections; to pay a $40 Christ- 
mas bonus or one not exceeding that previously paid; and to grant time off 
without loss of pay after Thanksgiving and Christmas 1952, and New Year’s 
1953. 

On the Board’s recommendation, the Administrator promulgated a revision 
of GWR 16 extending the territorial exemption from wage controls to employees 
in all United States territories (except Alaska and Hawaii), possessions, trust 
territories, offshore bases, and military accepted areas. Previously Puerto Rico, 
the Virgin Islands, and the Panama Canal Zone were the principal exemptions. 
This action was taken in response to the Defense Department’s request that the 
Board exempt American workers employed by the Defense Department or its 
contractors on overseas bases. The Defense Department stated in support of 
its request that the rates paid by it were the same as the controlled prevailing 
rates in recruitment areas, 
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Permission was granted to certain nonprofit hospitals (GWR 7, amendment 2) 
to make wage adjustments without prior approval, subject to conformity to the 
national wage stabilization policy. Previously, only those nonprofit hospitals 
which also met the test for tax exemption under section 101 (6) of the Internal 
Revenue Code were entitled to the special treatment provided for in GWR 7. 

Building and construction employees engaged in fabricating and repair of 
materials in shops away from the construction site were included in the juris- 
diction of the Construction Industry Stabilization Commission through Amend- 
ment 1 to GWR 12, announced November 24 by the Acting Stabilization Admin- 
istrator, acting on recommendation of the Board. Formerly only mechanics 
and laborers who actually work at the site were under the Commission’s juris- 
diction. 

The principle of self-administration of permissible wage adjustments was 
affirmed by the Wage Stabilization Committee for the bituminous and anthracite 
coal industries, meatpacking, electrical products, trucking, and the wallpaper 
industry. The Committee approved a series of resolutions to permit certain 
other companies not covered by the major cases in the particular industry to 
put into effect the same increases as contained in the major settlements, provided 
they have customarily granted similar adjustments in the past. 

In similar vein, the committee, in WSC Resolution 12, provided that health 
and welfare plans and pension or profit-sharing plans approved for one group of 
employees could be extended by the employer to other units or groups in his 
employ without further approval of the Board. 

The Executive Director was also granted limited authority to process certain 
types of severance pay petitions. 


SIGNIFICANT CASES 
Coal 

The leading Board action during this period involved the bituminous coal 
case. A majority of the Board, with labor members dissenting, approved on 
October 15, 1952, a $1.50 per day increase out of a negotiated $1.90 per day pro- 
posal. The majority action approved an adjustment of 45 cents per day addi- 
tional (or about 5% cents per hour) to the amount which was permissible 
under the Board’s cost of living policies. The majority action was intended 
to bring increases in coal miners’ rates in line with the amounts by which in- 
creases to workers in several other major industries had exceeded the amounts 
automatically permissible under the cost of living policies. The industries 
with which comparison was made included airplane, aluminum, automobiles, 
copper, petroleum, rubber, shipbuilding, and steel. The $1.50 per day increase 
was deemed to be equitable to the miners in view of the increase to other 
workers; any increase greater than this was deemed to be discriminatory. 

In its decision, the Board took account of the possible distortions resulting 
from recent wage movements, the wage movements in the automobile industry, 
and the generally anticipated stability in the economic climate. As the public 
members’ opinion in this case pointed out “wage stability has always involved 
not only restraint upon excessive wage increases but also the establishment and 
maintenance of proper wage relationships.” Mere application of the cost of 
living formulas underlying GWR 6 and 8 would have had the effect of freezing 
inequities into wage structures and creating distortions in labor markets which 
the stabilization program is specifically intended to prevent. In recognition 
of these practical realities, the Board permitted adjustments in a number of 
cases which exceeded cost of living allowances by amounts which generally were 
in the neighborhood of 5 to 6 cents an hour. To permit the coal miners to receive 
equal treatment to that granted workers in other industries, the Board granted 
an increase which exceeded the cost of living allowances in that situation, but 
which fell short of the full amount negotiated by the parties, 

The Board considered various arguments for approval of the full increase, 
including the need to compensate miners for fringe benefits enjoyed by workers 
in other industries, and the need to maintain annual earnings and to keep real 
wages in step with increased productivity. After examining all available sta- 
tistical information, the Board majority concluded that these arguments were 
inconsistent with stabilization policies applied to other workers: that the $1.50 
was comparable to increases approved in other major industries; and that min- 
ers have received equal treatment. 

The Board’s action was subsequently appealed jointly by the parties to the 
Keonomic Stabilization Administrator, who in turn referred it to the President. 
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The President directed that the full $1.90 per day increase be approved. In 
so doing, the President acknowledged that from a stabilization standpoint there 
were many reasons for disallowing the payment of the disputed 40 cents per 
day of the agreed-upon wage increase, but stated that there were overriding 
considerations based on the desirability of avoiding the development of any 
major economic disturbances which could not be resolved satisfactorily during 
the President’s remaining tenure in office. 

Resignations of the Board Chairman, Archibald Cox, and of the industry 
members, followed shortly. 


Rubber 

The Board nnanimously approved a 10 cents hourly increase for employees of 
major firms in the rubber industry. The increase exceeded by about 5 cents the 
amount that ordinarily would be allowable on a self-administering basis under 
GWR 8 to compensate for the rise in the cost of living. This action was based 
in part upon the existence of a tandem relationship between wage rates in the 
automobile and rubber industries, whose continuance would involve no unsta- 
bilizing consequences and in part to preserve the competitive wage position of 
the rubber industry in areas in which it is located. 


Copper 

In the Phelps-Dodge, Anaconda, and American Smelting & Refining cases the 

soard unanimously approved the 8 cents an hour wage increase which charac- 

terized 1952 settlements in the copper industry. The Board, industry dissent- 
ing, also approved provisions in the copper contracts for 3 weeks’ vacation after 
15 years. 
Shipbuilding 

A general wage increase averaging 10 percent for approximately 21,000 em- 
plovees of the shipbuilding division of Bethlehem Steel Co. was approved by 
WSC on January 19, 1953. The increase was designed to bring the shipbuilding 
workers abreast of adjustments granted since V—J Day in a number of other 
major industries, particularly steel. The approval was based on an application 
of GWR 17, which permits adjustments for the purpose of correcting interplant 
inequities. 

Approval was also given to fringe benefit adjustments, including 6 paid holi- 
days and modification of the vacation plan to give employees 3 weeks’ paid va- 
cation after 15 years of service. These were identical to fringe benefits approved 
in the Steel case in 1952. 

General Electric Co. 

In mid-December, the Wage Stabilization Committee approved a 5-percent 
wage increase for General Electric Co. employees. The staff was authorized 
to approve similar adjustments in the industry which demonstrate a tandem 
relationship to GE, such as Westinghouse, Sylvania, and other electrical prod- 
ucts companies. Part of the 5-percent increase was approvable under the cost- 
of-living formula of GWR 8. The balance was approved to maintain the wage 
relationship of GE and similar companies with electrical workers in the auto 
industry—a relationship unanimously recognized by the Wage Stabilization 
Board in the 1951 case in this industry. 

Meat packing 

The committee also completed action on the meatpacking cases involving 
Armour, Swift, and Cudahy and various unions, by approving additional fringe 
benefits. A 4-cents-an-hour general increase had been approved by the staff 
under authority previously delegated by the Wage Stabilization Board. The 
Wage Stabilization Committee authorized smaller companies who traditionally 
follow the wage settlements made by the major packers to put similar increases 
into effect without prior approval. 


North American Aviation 

Early in September, a majority of the Board, industry dissenting, approved a 
10-cents-an-hour wage increase awarded by an arbitration panel to 25,000 work- 
ers employed by the North American Aviation Co. at Columbus, Ohio, and in the 
Los Angeles area. 

Five cents of the award could be put into effect on a self-administering basis 
under GWR 6. The remaining 5 cents was approvable, according to the majority, 
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on the basis that the rates on January 15, 1950 (the base date), were grossly out 
of line with their normal relationships and the parties had no adequate oppor- 
tunity to correct the misalinement by the freeze date, January 25, 1951, because 
of depressed employment conditions in the aircraft industry. 


ADMINISTRATIVE ACTIONS 


Bifective January 5, 1953, the Board took over the investigation program which 
the Labor Department’s wage and hour decision had been handling on a contract 
basis. Wage-hour personnel, trained in wage-stabilization policies, were trans- 
ferred to the Wage Stabilizaiion Board payr-ll to carry on the work under the 
change. 


Enforcement program 
Between August 1, 1952, and March 4, 1953, 7,700 preliminary investigations 


and 5,500 full investigations were conducted. In September 1952 there was a 
drastic curtailment of the investigation program occasioned by a sharp reduction 
in force as a result of the reduced budget funds available; a further substantial 
curtailment of the investigation program occurred in March 1953 as a result of 
the suspension of controls and initiation of a program of liquidation pursuant to 
Executive Order 10434. Every attempt has been made to complete enforce- 
ment cases either by stipulation or through proceedings before the National 
Enforcement Commission with the greatest possible expedition. As part of this 
program, on March 24, 1953, the National Enforcement Commission amended 
its procedural regulation so as greatly to expedite proceedings. 

To the greatest extent possible, all investigation reports were analyzed and, 
where warranted, enforcement proceedings instituted immediately after the 
issuance of Executive Order 10484. Between October 1, 1952, and April 15, 1953, 
658 tax disallowance certificates were issued, the overwhelming majority as the 
result of settlement stipulations with the parties. 

As to the present time there are 780 complaints pending before the National 
Enforcement Commission, either assigned to enforcement commissioners or 
awaiting decision by the National Enforcement Commission. 

Every attempt is being made to secure final determinations at the earliest 
possible date. Current plans call for all hearings to be held in the field by May 31. 
By June 380 the program should be virtually completed except for appeals to the 
National Enforcement Commission which will be completed before October 31, 
1953, the date to which the ageucy may be kept in existence under section 
717 (b) (8) of the Defense Production Act of 1950, as amended, and possibly 
court litigation. 

Between October 1, 1952, and April 15, 1953, certificates of tax disallowance for 
violations of wage-stabilization regulations were issued in the amount of 
$1,500,000. Although the amount of future disallowences cannot be stated pre- 
ciseiy, it is anticipated that such disallowances certified in connection with the 
remaining cases will total roughly between $3,100,000 and $3,350,000, 


The liquidation program 


In the light of the April 30, 1953, termination date established in the Defense 
Production Act of 1952, the Wage Stabilization Board began to formulate plans 
for orderly liquidation in October 1952. By January 1953, on the basis of certain 
tentative decisions with respect to program termination, parts of a liquidation 
schedule were put into effect. With the issuance of Executive Order 10434 on 
February 5, 1953, the liquidation plan was revised accordingly, and an accelerated 
schedule established. 

The liquidation of regional offices, with the exception of enforcement activities, 
was scheduled for completion by April 30, 1958. Guides were prepared and the 
necessary controls established to accomplish this objective. 

In the national office the first large-scale reduction in force took place on 
March 5, 1953. Subsequent reductions were scheduled and took place as the 
liquidation progressed. Emphasis was placed on assisting employees to find 
other positions in either industry or Government. 

Close liaison was developed and maintained with General Services Adminis- 
tration to insure the orderly disposition of property, space, supplies, and records 
in the national office and the necessary assistance for the regional offices. In 
addition to disposing of property and records, inventories were reconciled with 
procurement records, and general correspondence was integrated into a subject- 
numeric file. Samplings were made and appropriate cases selected for perma- 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 93 


nent retention. The balance of cases were categorized and forwarded to Federal 
Records Center for final disposition. 

Financial affairs of the agency were completed to the extent practicable, out- 
standing obligations and accounts receivable being liquidated and fiscal records 
and reports brought current to the close of business. 

During liquidation the remaining program staff was engaged in writing the 
history, the compilation of statistics, and enforcement activities. 

It is hoped to complete the liquidation by June 50, 1953. 





SALARY STABILIZATION BOARD 


SALARY STABILIZATION BOARD, 
Washington, D. C., May 7, 1953. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DEAR SENATOR CAPEHART: In accordance with the request of your predecessor 
of March 31, 1953, to Mr. Arthur S. Flemming, Director, Office of Defense Produc- 
tion, I am reporting on the operations of this agency from September 1, 1952, 
through the present time, and to the date of anticipated final termination of the 
agency, June 30, 1953. 


Legislative authority 

The Salary Stabilization Board and the Office of Salary Stabilization were 
established separately in order that the Board might carry out quasijudicial and 
policy-formulation functions without being interrupted by the problems of ad 
ministration, and so that the office could carry out the policies and directives 
of the Board. Their responsibility was that for stabilization of salaries and 
other compensation received by persons employed in bona fide executive, admin- 
istrative, professional, or outside salesmen capacities, or as supervisors, as that 
term is defined in the Labor-Management Relations Act, 1947, as amended. There 
have been no changes in the legislation affecting the program since the 1952 
amendments to the Defense Production Act, so that the legislative authority for 
the salary stabilization program remains the same as when last reported, namely, 
section 403 (c) of the Defense Production Act, as amended. 
Policy development 

The basic policies of the Stabilization Board may be summarized as follows: 

(a) The incentive system which is at the root of American free enterprise 
should be preserved under economic stabilization ; 

(6) The control of inflationary tendencies in salaries and other compensa- 
tion for salaried groups must be exercised effectively, but with a minimum 
of interruption and expense to the industries controlled ; 

(c) To the maximum extent possible, the salary stabilization regulations 
should be issued in such form that private industries may administer the 
regulations themselves and comply with them without petitions to the Office 
of Salary Stabilization for individual adjustments. 

Program operations 

At the beginning of the period reported on, in September 1952, the regional 
offices of the Office of Salary Stabilization had just been consolidated into a 
permanent pattern for the remainder of the program. Fourteen regional offices 
had been scheduled originally to match the pattern provided for the Wage Stabili- 
zation Board and the Office of Price Stabilization. Nine of these offices had 
been in operation in early August, after the budget for fiscal 1953 had been 
received. One additional office had been opened earlier in Detroit, and had been 
closed again. It was never reopened. With the budgetary difficulties facing 
the agency after the fiscal 1953 budget was received, it was determined that 
1 regional office would be closed and each of 5 regional offices would have to 
absorb the work of an entire additional regional territory. This left the Boston, 
New York, and Philadelphia regions as originally established. Atlanta was 
assigned the work of the Dallas region, Cleveland that for Detroit, Chicago that 
for Minneapolis, Denver that for Kansas City, and San Francisco that for Seattle, 
Seattle being the office which was then closed. The Richmond area was left 
under the jurisdiction of the national office as a temporary measure, but no 
opportunity ever arose to transfer it to other jurisdiction. 
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The consolidation of the regional office areas gave the first opportunity for 
the backlog of petitions for salary adjustments to be shifted in any substantial 
measure to the field, and the first hope for successfully eliminating that backlog. 
The backlog of petitions had been inherited from the Wage Stabilization Board 
when the Salary Stabilization Board was first established and had been the most 
pressing administrative problem facing the salary program throughout its 
existence, 

One of the principal objectives of the consolidation of the regions was to 
shift out to the field the cases coming in from the regional areas where there had 
been no offices, and thus give the Washington office a chance to catch up. The 
delegation of case-handling authority to the field was in the process of being 
increased also. The objective was to eliminate the backlog of petitions before 
the end of the calendar year. 

Another objective of the consolidation of the regions and the acceptance of that 
pattern was to expedite the investigation and compliance program which like- 
wise had been suffering from the lack of any regional offices in wide areas. 

Case handling 

A total of 46,930 petitions were received during the life of the agency. The 
national office processed 338,402 of these and the regional oflices processed 8,528. 

our categories of applications accounted for one-half of all petitions. They 
were: 


Percent 
Profit-sharing and other bonuses____._--_______-_ eee Be ed 2 ee 
New plant applications a eiceniatinspa teats re ake, eee 


Merit and length of service increases________-_ dessicated s' 4 
Promotions, transfers; salaries for new employees; new or changed posi- 
tions 


sin sch eal gpd thy cps ca ec ahem acne lanicaasoncot | NE 


Total 
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As of September 5, 1952, the backlog of petitions stood at 4,610. By January 
30, 1953, this backlog had been reduced to 1,809. The goal of eliminating the 
backlog by the end of the calendar year was not achieved, but the backlog had 
been reduced almost to a working reserve by the time the program was decon- 
trolled by Executive order on February 6. The Executive order approved ail 


pending cases, 


Znvestigations 

During the period beginning in July of 1952, the investigations and com- 
pliance programs, after a late start, had been gaining headway rapidly. By 
the middle of September 1952, 2,056 investigations were docketed. These 
represented roughly two-thirds of the total number of investigations which 
had been planned for the entire year; 571 investigations had been closed, with 
violations found in 186 of those and no violations discovered in the other 
385. Of the balance of the 1,485 cases, about one-third had been assigned to 
investigators and about two-thirds were awaiting assignment. 

By January 2, 1952, 4,754 investigations had been docketed. This exceeded 
the number that had been planned for the year because the Office was en- 
countering an increasingly heavy workload in this area. For example, com- 
plaints made by competitors of violations, referrals made by the Wage and 
Hour and Publie Contracts Divisions of the Department of Labor, referrals 
made by the Wage Stabilization Board indicating that they had found con- 
traventions and that the possibility of comparable contraventions existed in 
the salary area, could not be overlooked. All of them had to be docketed 
for potential investigation. By January 2, 1953, 2,339 investigations had 
been closed, with violations found in 906 cases, and no violations discovered 
in 1,433 cases. 

On February 6, 1953, the totals were as follows: 5,492 investigations docketed, 
2,927 closed, with potential violations indicated in 1,255 cases, and no violations 
found in 1,672 cases. 

A small number of investigations remained almost at the very end of the 
program which had to be investigated even at that late date, because of the 
seriousness of the violation, the fact that the Wage Stabilization Board had 
found extensive violations on the part of the same companies, or because 
of complaints which could not be disregarded. Investigations after decon- 
trol have been held to a minimum but wherever firm evidence of substantial 
violation existed, the matter had to be investigated. 
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Compliance program 

Cases were considered to be subject to action to enforce compliance only 
after the investigation had been completed and a violation apparently estab- 
lished. Therefore, the compliance activity had to await the completion of 
investigations. By December 5, 1952, 618 such cases had been docketed and 
317 of them had been closed. Of the 317 cases closed, 301 had been closed by 
admonitory letters or by determination that there was no violation after all; 
the remaining 16 cases had been closed by consent disallowance, or agree 
ment by the violator to a tax disallowance. By January 30, 1,148 cases 
had been docketed of which 567 had been closed, 532 by admonitory letter 
or determination of no violation. The number of cases closed by consent dis 
allowance was 35. 

The Executive order of February 6, 1953, which decontrolled salaries, spe- 
cifically provided that past violations were not excused. Compliance, therefore, 
was the one major function which remained in operation after decontrol. 

By April 30, 1,801 compliance cases had been docketed; 1,391 had been closed ; 
1,158 of those were closed by admonitory letter or adjudged to be no violation 
or a minimal violation; 231 had been closed by consent disallowance with a 
total of $S80,579 disallowed. Two cases had been heard before hearing com- 
missioners and closed by complaint proceeding with a total of $750 disallowed. 
This left 410 cases in process, 81 of which were complaints pending before the 
National Enforcement Commission. These 81 cases involved an estimated 
$2,184,376 in potential disallowances by the hearing commissioners. 

Every effort is currently being made to finish all complaint hearings hefore 
the National Enforcement Commission in the month of May and to complete 
by June 30 the 410 cases which had not been processed on April 30. 

Board activities 

The Salary Stabilization Board during this period issued four general salary 
orders and several amendments to regulations, and studied numerous other 
pending policy problems. Mr. V. Henry Rothschild, formerly Chief Counsel 
and Vice Chairman of the Board, resigned as a member of the Board, effective 
November 29, 1952. He was succeeded by Mr. Dean Dinwoody, president of the 
Sureau of National Affairs. On January 30, 1952, the board issued Adminis- 
trative Order No. 6, delegating completing the authority of the Chairman 
to the Executive Director of the Office of Salary Stabilization. The next day, 
the Board resigned. One of the most important actions of the Board during this 
period was to recommend that compliance activities be transferred to the 
Bureau of Internal Revenue after the official closing of the Office of Salary 
Stabilization. The Board felt that any compliance matters still pending when the 
Office did close should not be washed out, but should be pursued by another 
agency of the Government. They felt also that the Bureau of Internal Revenue 
is the most logical successor enforcement agency because of the use of the tax 
disallowances as an enforcement Weapon. 

The following regulations and orders were issued : 


General salary orders: 
GSO 14, Pribilof Island exempted ; approved September 17, 1952. 
GSO 15, Christmas and year-end bonuses extended from 1951; approved Octo- 
ber 30, 1952. 
GSO 16, Clarifying application to employees under WSB jurisdiction prior 
to June 30, 1952 ; approved November 12, 1952. 
GSO 17, Amendment of internal standards ; approved December 16, 1952. 
GSO 12, Revised ; was amended in minor respects ; approved October 17, 1952. 


Amendments to salary regulations: 
Amendment 2, GSSR 4, clarification of reporting requirements: approved 
October 17, 1952. 
Amendment 1, GSSR 8, covering out-of-hospital medical expenses ; approved 
October 17, 1952. 
Amendment 1, GSSR 1, amended, regarding $1 per hour exemption ; approved 
October 17, 1952. 
Amendment 2, GSSR 2, minor changes ; approved October 17, 1952. 
Amendment 3, GSSR 1, amended, regarding nonprofit hospitals; approved 
approved January 19, 1953. 


Small business 


By the 1952 amendments to the Defense Act, Congress exempted from salary- 
stabilization controls small businesses in which a total of eight or less persons 
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were employed. A regulation embodying such an exemption for small business 
had been adopted by the Salary Stabilization Board even earlier but, pursuant 
to the changes in the law, Economie Stabilization Agency General Order No, 17 
on small business was issued and applied to both wage and salary controls. 
Small businesses thus exempted had been materially helped earlier by the Salary 
Stabilization Board’s emphasis upon self-administering regulations, and this 
emphasis continued to aid intermediate-sized businesses which were not exempted 
by the change in the Defense Production Act. 

Effectiveness of program 

While there are no precise statistical data which would establish the effective- 
ness of the salary stabilization program, there are indications that it served its 
purpose well as part of the economic stabilization program. 

The $30 billion of salaries and other compensation covered by the program 
Were subject to regulations which were designedly comparable with those cover- 
ing workers under the Wage Stabilization Board. An analysis of data as to 
changes in average compensation, 1950-51, of all employees by industry in the 
series published by the Department of Commerce indicated that in 9 out of 13 
industries the percentage of increase was close to the percentage of increase of 
hourly weekly earnings of wage earners shown in the series Hours and Earnings 
maintained by the Bureau of Labor Statistics. While any conclusion based on 
this crude comparison involves many assumptions which may be questionable, 
it appears to support the view that salary and wage increases under stabiliza- 
tion were comparable. The reactions of both industry and labor are also an 
indication that the increases in compensation to executive supervisors, profes- 
sional workers, outside salesmen, and others covered by the salary-stabilization 
programs were stabilized within the same general limits as the wages of workers. 
Most of the salary-stabilization regulations were self-administered by industry 
to the maximum degree. The proportion of denials of petitions for relief beyond 
the self-administering regulations was shown on a sampling of 2,021 cases (5 
percent of the total number received) to be 12.1 percent and of partial denials 
21.9 percent. The investigations program indicated a high degree of compliance 
by larger businesses. Violations by smaller enterpries indicated in many in- 
stances a lack of knowledge of the regulations. The effectiveness of the pro- 
gram in reaching these smaller enterprises was limited in part by the lack of 
complete regional coverage and of a sufficiently intensive public-relations pro- 
gram. Both of these limitations were necessary because of budgetary restric- 
tions. A complete appraisal of the compliance aspects of the pregram would 
be possible only after the processing of the remaining cases and analysis of the 
total compliance picture. 

In addition to the extent to which the program actually stabilized relation- 
ships of prices, wages, salaries, and rents, its effectiveness should be considered 
in terms of the objective of avoiding regulations and recordkeeping which con- 
stitute an unnecessary burden on free enterprise The Board progressively en- 
larged the area for self-administration and sharply limited recordkeeping and 
reporting requirements. Here again objective data are lacking to establish 
the effectiveness of this policy. However, the reactions of employers, business 
associations, labor, and the press furnished clues as to the succes in this area. 
Liquidation 

When the Executive order decontrolling the program was issued, reduction-in- 
force notices were given to all of the emplovees of the agency. A small propor- 
tion of these were extended from time to time but the largest reduction-in-force 
took effeet on March 5, 19538, 380 days after the issuance of the Executive order. 
All regional offices, which had been reduced to skeleton staff during March, were 
closed on Mareh 31. The enforcement program was centralized thereafter, 
it being easier and more economical to travel out of Washington as required than 
to try to coordinate closely the compliance activities of the regional offices. 
Records-disposal plans had been completed in advance, and were carried out on 
schedule, including the transfer of case files to the Federal Record Center in 
Alevandria, Va., with a small proportion earmarked to go into the Federal 
Archives. 

An analysis of the operations and problems of the salary stabilization program 
is currently being written. It is felt that it is exceptionally important to com- 
plete this analysis because the Salary Stabilization Unit of the Treasury De- 
partment in World War II left little record of its activities and no precedent 
for written regulations on which consistent and decentralized or self-admin- 
istered case determinations could be based. The salary stabilization program 
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in the Korean emergency, therefore, is the first program for control of the 
exceedingly diverse and complex compensation of salaried workers and executives 
which is in a position to leave a thoroughly documented record of the problems 
encountered, the policies adopted and the reasons for them, and the successes 
and failures of its administration. It is intended to leave a document which 
will be of practical value to anyone facing the same problems again, and be of 
every possible assistance in the solution of those problems. 

If there is any further information which I can give you about the program, 
either now or closer to the termination date when more final data will be avail- 
able, I will be happy to do so. 

Sincerely, 
JosepH DD. Cooper, 
E.vrecutive Director, Office of Salary Stabilization. 


RAILROAD AND AIRLINE WAGE BOARD 


WASHINGTON, D. C., Tuesday, April 7, 1953. 
From: Federal Security Building, South, Fourth and C Streets SW. 

The Railroad and Airline Wage Board today issued its final report and sum- 
mary of its activities during the period of wage stabilization controls. 

From mid-October 1951, when the RAWB began its work, to February 6, 
1953, when wage controls were suspended, the Board processed 1,402 cases, 
Chairman Nelson M. Bortz reported. 

The Board approved 84 percent of the petitions submitted to it and modified 
or denied 16 percent. About 69 percent of all the cases involved railroad carriers 
and their subsidiaries. Thirty-one percent dealt with airlines. 

In general rail petitions involved adjustments which conformed to existing 
practices or wage patterns. Airline petitions frequently involved not only 
general increases in wages but a variety of fringe adjustments. Almost three- 
fourths (72 percent) of the railroad petitions dealt only with wages. Combined 
wage and fringe proposals were advanced in only 12 percent of the rail peti- 
tions as against 35 percent of the airline petitions 

More than one-half of all petitions were submitted jointly by a carrier and a 
labor organization. Such submittals accounted for about 53 percent of all rail- 
road petitions and 64 percent of airline petitions. 

Almost 100 petitions involved the Brotherhood of Railroad Trainmen. The 
Brotherhood of Railway and Steamship Clerks joined in 71 petitions submitted 
to the Board. Among the airline labor organizations the International Asso- 
ciation of Machinists was a party to 50 petitions and the Air Line Pilots 
Association to 39. 

The Railroad and Airline Wage Board was established by the Economic Stabili- 
zation Administrator, Erie Johnston, on September 27, 1951, pursuant to amend- 
ments to the Defense Production Act adopted in the summer of 1951. These 
amendments called for a separate board or panel to administer stabilization 
controls over carriers and employees subject to the Railway Labor Act. In 
addition to the chairman, the Board was composed of Francis A. O'Neill, Jr., 
chairman of the National Mediation Board, and Walter T. Nolte, of the 
Department of Justice. 

Since the suspension of wage controls the Board’s staff has been gradually 
reduced in size. Those remaining have been engaged in various liquidation 
activities, including the preparation of an administrative history of the Board's 
operations which is to be submitted to the Bureau of the Budget. With the 
completion of this work this week, the balance of the Board's staff will be termi- 
nated as of April 10. 

The Raiiroad and Airline Wage Board was established pursuant to General 
Order No. 7 (revised) of the Economic Stabilization Administrator, issued Sep- 
tember 27, 1951. The Board served as a constituent agency of the Economic 
Stabilization Agency, reporting directly to the Administrator. Establishment of 
the Board was authorized by sections 408 and 502 of the amended Defense Pro- 
duction Act of 1951. These amendments provided for the creation of a “separate 
Board or panel” to administer the Government’s wage- and salary-stabilization 
program over railroad and airline carriers and their employees, subject to the 

ailway Labor Act, as amended. 

Railroad and Airline Wage Board: Francis A. O'Neill, Jr.: Walter T. Nolte; 
Nelson M. Bortz, Chairman; H. Raymond Cluster, executive director. 
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FINAL REPORT AND SUMMARY OF ACTIVITIES, RAILROAD AND AIRLINE WAGE BOARD 


This report summarizes the work of the Railroad and Airline Wage Board 
during the 1% years of its existence. The Board was established September 27, 
1951, and began operations early in October 1951. Its role as the stabilization 
agency charged with administering wage and salary controls over carriers and 
employees subject to the Railway Labor Act, as amended, was terminated with 
the suspension of wage and salary controls by the issuance of Executive Order 
10434 on February 6, 1953. Various liquidation activities were completed early 


in April, and staff was terminated as of April 10, 1953. 
| I 


Background 

At the outset of the defense emergency period no separate treatment was pro- 
vided for carriers and employees subject to the Railway Labor Act. The Defense 
Production Act, which authorized controls, became iaw on September 8, 1950. 
Subsequently, the Wage Stabilization Board was created and assigned the respon- 
sibility of developing a wage- and salary-stabilization program. Later, as prices 
continued to rise, the Economic Stabilization Administrator, on January 26, 1951, 
froze all wages and salaries, as well as prices. Shortly thereafter the labor mem- 
bers of the WSB withdrew as a result of a disagreement over the formulation of 
a general wage policy. The WSB was not reactivated until early in May. 

During this period, on March 1, 1951, the class I railroads and their nonoperat- 
ing employees reached an agreement providing for a basic wage increase of 124% 
cents per hour and a cost-of-living escalator clause granting an adjustment of 
1 cent per hour for each 1 point change in the Bureau of Labor Statistics Con- 
sumers’ Price Index (old series). The basic wage increase was permissible under 
the 10-percent stabilization formula of General Wage Regulation 6 then in effect. 
However, it soon became evident that the first cost-of-living adjustment payable 
under the contract would exceed the 10-perecent ceiling. In the absence of a func- 
tioning Wage Stabilization Board to consider the case, the Economic Stabilization 
Administrator, Mr. Eric Johnston, at the request of the President, appointed a 
Temporary Emergency Railroad Wage Panel to review the merits of the contract 
and submit recommendations. The Panel recommended approval of the contract, 
including the escalator clause, and the Administrator thereupon issued Wage 
Adjustment Order No. 1 approving the agreement. 

By the time the next major railroad contract had been concluded—the Brother- 
hood of Railroad Trainmen’s Agreement of May 25, 1951—the WSB had resumed 
operations. Although the Department of the Army, which exercised operating 
control over railroad carriers as a result of the President’s order seizing the 
roads on August 27, 1950, had approved the BRT Agreement, the Administrator 
indicated that the contract should be submitted to the Wage Stabilization Board. 
This was done and on June 12, 1951, the contract was approved. 

Meanwhile, the Administrator and the WSB were jointly reviewing proposals 
designed to provide separate machinery as suggested by the President when he 
wrote the Administrator concerning the nonoperating employees’ agreement. 
The WSB, us a temporary measure, first established a Railway Committee which 
was followed by a Special Interim Railroad and Air Transport Appeals and 
Review Committee. The Congress, which was considering the extension of the 
Defense Production Act, received proposals by the Railway Labor Executives’ 
Association for the inclusion of amendments designed to establish procedures 
for handling railroad labor disputes and wage stabilization problems similar to 
those in effect during World War II. 


Establishment of separate board 
In reenacting the Defense Production Act, Congress, in sections 403 and 502, 


provided for a separate agency to handle railroad and airline stabilization mat- 
ters but stipulated that final review or approval of wage increases should be 
vested in the Economie Stabilization Administrator. These amendments became 
law on July 31, 1951. 

On August 17 the Administrator reactivated for a 30-day period the Tem- 
porary Emergency Railroad Wage Panel pending the establishment of a more 
permanent agency. This temporary panel, directed by Dr. William M. Leiserson 
who had also served as chairman of the panel which considered the nonoperating 
railroad employees’ contract, functioned until September 15. 

Shortly thereafter, on September 27, the Administrator issued General Order 
No. 7 (revised) which provided for a 3-member Railroad and Airline Wage 
Board. Concurrent with this action Nelson M. Bortz of the Department of Labor, 
who had been on the staff of the wartime National Railway Labor Panel, was 
named as chairman. On November 29 the Administrator appointed Francis A. 
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O'Neill, Jr., a member of the National Mediation Board and Walter T. Nolte of 
the Department of Justice who also had been a staff member of the National 
Railway Labor Panel to the remaining two posts on the Railroad and Airline 
Wage Board. 

Organization and functions of the RAWB 

Under the terms of General Order No. 7 (revised) the Board determined 
the substantive policies necessary to administer the wage and salary stabiliza- 
tion program for employees subject to the Railway Labor Act, as amended. 
The regulations and orders which it issued were subject to the review and 
approval of the Economie Stabilization Administrator as were the regulations 
of the wage and salary boards. 

Administration of the Board’s program was vested in the Chairman, who 
was the only full-time Board member. He carried out the policies of the Board 
and acted on requests for rulings and petitions for approval of wage and salary 
adjustments which were proposed as a result of voluntary agreement, media- 
tion, or employer action where the workers were not represented by a union. 

All actions were issued in letter form signed by the Chairman. Those which 
approved increases in compensation contained a specific finding and certification 
that the action was consistent with such standards as were in effect, established 
by or pursuant to law, for the purpose of controlling inflationary tendencies. 
The action was then forwarded to the Administrator and following his approval 
the parties were advised of the Board’s decision. Rulings as to whether a 
proposed wage adjustment was permissible under one of the outstanding regu- 
lations without prior approval, as well as actions denying proposed adjustments 
were issued directly to the parties by the Chairman of the Board. 

The amended Defense Production Act also provided that the disputes pro- 
cedures established by the Railway Labor Act should remain unchanged. Thus, 
any agency provided by the Railway Labor Act, including boards of arbitration 
and emergency boards, continued to operate in their normal fashion. Such 
boards, however, were also required by section 502 of the amended Defense 
Production Act to make a finding and certification, as a prerequisite to the 
Administrator’s approval, that their award, or recommended settlement, was 
consistent with stabilization standards. Except as requested by a disputes board 
or the Administrator to act in an advisory capacity on stabilization issues, the 
RAWB was not involved in labor-management controversies, 

Policy regulation and procedures 

The Board’s substantive program was contained in two regulations—General 
Railroad and Airline Stabilization Regulation 1 and Wage Adjustment Order 2. 
General Railroad and Airline Stabilization Regulation 1 was issued November 
27, 1951. It adopted a number of the applicable regulations and orders pre- 
viously issued by the Wage Stabilization Board and the Salary Stabilization 
Board. In addition to these, however, the Board also adopted Wage Adjustment 
Order No. 1 which was issued by the Administrator on April 24, 1951, approving 
the national nonoperating railway employees’ agreement of March 1, 1951. This 
order also extended blanket approval to railroad carriers to place into effect 
wage adjustments for appropriate groups of employees which did not exceed 
the terms of that agreement. 

After the settlement of the remaining disputes on May 28, 1952, involving 
three operating railroad brotherhoods the Board issued Wage Adjustment Order 
2 on June 5. This order permitted adjustments in wages, salaries, or other 
compensation to specified crafts of transportation employees which did not 
exceed as to timing, amount, and nature of payment the adjustment provided 
in the six national agreements which had been reached at different dates by 
various unions representing classes or crafts of operating employees. 

Railroad and Airline Procedural Regulation 1 was issued May 28, 1952. It 
set forth the procedures to be followed by the parties and the Board with 
regard to petitions, requests for rulings, and applications for reconsideration 
of actions of the Chairman modifying or denying petitions. Amendment 1 to 
this procedural regulation was issued December 12, 1952. It dealt exclusively 
with enforcement procedures which were to be followed in the institution of 
enforcement proceedings in cases involving noncompliance with stabilization 
regulations. 


Statistical summary 


The RAWB processed two types of cases: requests for rulings as to whether 
proposed adjustments were permissible under self-administering provisions of 
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regulations and petitions for specific approval of adjustments not permissible 
under the self-administering provisions of the regulations. In addition, the 
Board considered petitions for reconsideration of its actions on petitions and 
rulings. 

From mid-October 1951 to early February 1953 the RAWB processed 1,402 
cases, Of this number, 321 were transferred to it at the outset from the Tem- 
porary Emergency Railroad Wage Panel and the Wage Stabilization Board. 

About 69 percent of all the cases involved railroad carriers and their sub- 
sidiaries. Thirty-one percent dealt with airlines. 

Petitions seeking approval of wage or other compensation adjustments 
accounted for the great bulk of the Board's cases. They totaled 1,158 of which 
769 were filed by railroads and 389 by airlines. Excluding petitions which 
were withdrawn or otherwise handled withovt formal action on the merits of 
the proposal, the Board processed 1,006 cases. It approved 83.8 percent of these 
and modified or denie-1 16.2 percent. Denials, as such, were relatively infrequent. 


TABLE 1.—Railroad and Airline Wage Board—Total number of cases received 
and processed, October 1951—February 1953 


Total cases Nature of action 
Type of submittal 
and carrier On hand Miscel 
October | Received | Processed Approved) Modified | Denied Ruling ae ‘ 

1951 laneous 
Total 321 1, O81 1, 402 852 133 30) 239 1148 
Railroad ‘ 280 685 965 598 16 17 192 112 
Airline ‘ 41 396 437 54 87 13 47 6 
Petitions 308 850 1, 158 852 133 30 143 
Railroad 268 501 769 598 46 17 108 
Airline 4U 349 389 254 87 13 35 
Rulings 13 231 244 239 5 
Railroad 12 Is4 196 192 4 
Airline 1 47 48 47 l 


1 Transfers, cancellations, and withdrawals, including 49 Railway Express Agency cases withdrawn by 


the parties and 43 cases closed out as a result of the suspension of wage controls in accordance with Executive 


Order No. 10434. 
2 Includes 57 petitions for reconsideration and 9 cases involving arbitration or emergency board recom- 
mendations. 


Approximately 9 out of every 10 railroad petitions, as against roughly 7 out 
of every 10 airline petitions, were approved as submitted. Several reasons 
largely explain this variation in actions relating to the two industries. In gen- 
eral, the railroad petitions submitted to the RAWB conformed to existing prac- 
tices or patterns. Little tendency was noted in these petitions to go beyond 
the national wage settlements, standard rates of pay, or prevailing levels of 
fringe benefits. Moreover, many proposals dealt with only one or several con- 
tract adjustments. By contract, a substantial number of airline petitions, par- 
ticularly those submitted jointly with a union, involved the renegotiation of 
many contract items. Typically, an airline case involved not only a general 
wage increase but also various modifications in fringe or other compensation 
aspects of the agreement. The substance of such proposals, however, varied 
from one carrier to another. They also differed between the trunk carriers and 
the local service or feeder airlines. 

These observations are highlighted by references to tables 2 and 3 which show 
in some detail the frequency of wage and fringe proposals in petitions before 
the RAWB. Thus, almost three-fourths (72 percent) of the railroad petitions 
dealt only with wages. Combined wage and fringe proposals were advanced in 
only 12 pereent of the rail petitions as against 35 percent of the airline petitions. 
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TABLE 2.—Railroad and Airline Wage Board—Distribution of petitions by major 
fringe issues in petitions, October 1951-lrebruary 1953 


Number of petitions 
I'ype of proposal Total Railroad Airline 


Number | Percent | Number | Percent | Number | Percent 


All petitior 1,015 100.0 661 100.0 354 100.0 

Wages only 640 63. 1 476 72.0 164 16.3 

Fr tomy 171 16.8 106 16.0 65 18.4 

Wages and fringes combined 204 20. 1 79 12. 0 125 35.3 
lr ises reconsidered and 9 arbitration or emergency board cases 


TABLE 3 Railroad and Airline Wage Board—Frequency of selected wage and 
fringe issues in petitions, October 1951-February 1953 


Frequency of occurrence ! 


I'ype of issue - 





Total Railroad Airline 
W 
he lincrease S78 37 205 
Individual or jab increase 1s 147 42 
(Change in method of wage payment 42 3 so 
Merit or length-of-service adjustments i 5 55 
Other wage issues 04 47 47 
Fr 
10 56 19 
v € oO pa 6 23 42 
\ I penal pay 61 sy 22 
LUN] allowance 4 ] 41 
I ind welfare or pension plans 4S 35 13 
CK 1CAVE 44 4 40 
. t differential 4 20) 24 
I 1 8 28 10 
{ ues 45 27 68 
A number of es involved more than 1 issue; the totals therefore exceed the 1,015 petitions included 
I ‘ 2ca ch involved added steps to tne wage progression se 
Lt ‘ I l yn play bonuses, deierred increases, substitute base period adjustments, ete. 
Includes auxiliary y practic such as call-in or report pay, dead-head pay, court or jury pay, profit 
sbar or stock option plans, sales incentives, et 


Again, as disclosed in table 3, the issues presented in rail petitions tended 
to be more narrowly confined, especially as regards wage proposals. Moreover, 
of the 373 general wage increase requests presented to the RAWB, 126 or slightly 
more than one-third were similar to or were patterned after the national rail- 
road settlements. Among the fringe items, most requests for changes in vaca- 
tions, holidays, shift differentials and pensions came not from the class I or 
trunkline railroads but from the group of industrial rail carriers in the steel, 
lumber, mining, oil, and other industries whose “package” adjustments for 
railroad workers were fashioned after changes in these benefits made effective 
for the larger groups of industrial employees of the parent company. 

So-called arbitraries or penalty pay rules appeared in but 6 percent of the rail 
petitions. They most frequently dealt with allowances to yard brakemen or 
conductors for coupling air hose. Among the airlines, penalty payment pro- 
posals also occurred infrequently (4 percent of the cases). These covered a 
wide variety of special circumstances such as unusual delays or “holding” time 
for flight crew personnel and payments to mechanics or other ground-service 
employees for hazardous or other work not customarily performed by the 
employees 

More than one-half of all petitions were submitted jointly by a carrier and 
a labor organization. Such submittals accounted for about 53 percent of all 
railroad petitions and 64 percent of airline petitions. 

In terms of unions, 59 different unions, of which 37 were national in scope, 
Were parties to rail petitions. Almost 100 (97) petitions involved the Brother- 
hood of Railroad Trainmen. The Brotherhood of Railway and Steamship Clerks 
followed with 57 and the Brotherhood of Locomotive Firemen and Enginemen 
was next with 42. Other unions, each with 20 or more joint submissions, were 
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the Brotherhood of Locomotive Engineers, the Order of Railway Conductors, 
Brotherhood of Maintenance of Way Employees, and the United Steelworkers. 

Among the airlines 24 different labor organizations were parties to one or 
more carrier submissions. Of these, 19 were either national in scope or repre- 
sented employees on several carriers. The International Association of Machin- 
ists joined in 50 petitions, the Air Line Pilots Association in 39, the Air Line 
Stewards and Stewardesses Association in 32, and the Air Line Dispatchers 
Association in 22. 

In most instances different national unions represent rail and air-carrier 
employees. Fewer than five unions appeared in petitions as the bargaining 
unit for employees in both industries. Of these, the Brotherhood of Railway 
and Steamship Clerks was the most active, participating in a total of 71 petitions 
submitted to the Board. 

In terms of carrier participation, 329 separate railroad carriers or affiliates 
filed petitions or requests for rulings with the Board. Of these, 88 were class I 
roads. Similarly, 62 airlines or affiliated service groups sought Board action 
on one or more occasions 

Rulings were issued by the Chairman on 239 cases. These actions advised 
the parties whether their proposal was permissible under the self-administering 
provisions of the regulations without specific approval 

Rail carriers sought the most rulings—192 or SO percent of the total. Here 
again several reasons dominated. The self-administering portions of the regu 
lations, although more applicable than their War Labor Board counterparts, 
nevertheless posed questions for a number of railroads whose wage and salary 
structures were characteristic of only their own industry. Thus, advice was 
sought as to the permissibility of a contemplated promotion, transfer, or new 
or changed job under the Board’s regulations. Airline internal wage structures, 
on the other hand, more closely resembled those conceived by the self-administer 
ing regulations. Hence, their requests for rulings were less numerous and were 
usually directed to specific questions not clearly answered by the regulations 
and existing interpretations. 

At the time the President suspended controls over wages and salaries with 
the issuance of Executive Order 10454 on February 6, 1953, the RAWB’s docket 
of cases to be processed had declined to 33. These petitions and requests for 
rulings were closed out in accordance with the terms of the Executive order. 

The liquidation activities of the Board, including the preparation of an 
administrative history of its operations, were completed by early April. The 
Board's staff was completely separated as of April 10, 1953. 





OFFICE OF RENT STABILIZATION 
MEMORANDUM 


To: Raymond W. Karst, Acting Assistant Administrator, Economie Stabilization 
Agency. 

From: Glenwood J. Sherrard, Director of Rent Stabilization. 

Subject: Material from Office of Rent Stabilization for joint committee’s third 
annual report. 


In accordance with your request, I am herewith submitting a summary of the 
operations of the Office of Rent Stabilization for the period beginning September 


1, 1952, through the close of business April 30, 1953. 
ORGANIZATIONAL SETUP AND EMPLOYMENT FACTORS 


The organization of the Office of Rent Stabilization consists of the national 
office, 7 regional offices which are small supervisory units, 159 area offices, and 
59 branch offices which are operating units. As of May 1, 1953, employment 
figures were: 


National office: 


Full-time employees___-_- sicsig ecg wr class a aid neaaiagtaaenbaenanaietaietaaa ain eee oe 

Intermittent employees_____-_----~- is ga apc cased ceo oak arene eae 3 
Field offices : 

Full-time employees_______-.__----- nicinaiobesin sn siasitelvalediaes hema eeieancnmiaeimenanamaae 1, 261 

SEO, UU TIUIIIIIL 2... cnecnneiprivagseniehipiaiinnplbeesinigsteeensaoeipneeaes encanta anita 5 


Rent advisory board members (without compensation, 351 active 
BPI Festa xan coon lates anne biechnaez stedenndegth nciatdinencseennnndsidionatemaamaaane 2, 131 
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CHART 2 


FREQUENCY OF WAGE AND FRINGE ISSUES IN PETITIONS SUBMITTED 
OCTOBER 1951 - FEBRUARY 1953 


WAGE ISSUES i NUMBER OF PETITIONS ——— 


GENERAL INCREASES 












INDIVIDUAL OR JOB 
INCREASE 


CHANGES IN WAGE 
PAYMENT METHOOS 


MERIT OR LENGTH OF 
SERVICE 


QTHER 











MAJOR ISSUES IN PETITIONS 
VACATIONS 


AIRLINE RAILROAD 
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2505250505 
OOOO | 
Os o 

HEALTH awd WELFARE PODS 

OR PENSION PLANS OOOO 
OOOO 
OOOO 
29,9, 9,99, 

SICK LEAVE 


SHIFT OIFFERENTIALS 


HOLIDAYS 


OTHER 


RAILROAD = AIRLINE 





Railroad and Airline Wege Board 
Merch 1953 


PROGRAM 


The Office of Rent Stabilization is responsible for the administration of the 
Housing and Rent Act of 1947, as amended. Title I of this act pertains to pref- 
erence given to veterans and members of their families in the rental and pur- 
chase of newly constructed and converted housing accommodations. Title II of 
this act pertains to Federal rent control. The administration of title II is the 
primary function of this agency. 

In 1951 Congress provided for the establishment of critical defense-housing 
areas and the establishment of Federal rent control in these areas. 

During the reporting period covered by this report a total of 27 areas have 
been certified by the Secretary of Defense and the Director of Defense Mobiliza- 
tion as critical defense-housing areas and rent control has been established 
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therein. Reactivation or establishment of military installations was the basis 
for the establishment of nine areas. Expansion of defense-plant activities ac- 
counted for the certification of 14 areas and both factors accounted for the 
establishment of the remaining 4 areas. 

Federal rent control is now in effect in 246 defense-rental areas and covers 
5,368,950 dwelling units. Of these areas 106 are critical defense housing areas, 
118 are noncritical, and 22 have both critical and noncritical territory within 
their boundaries ; 1,093,989 units are under control in the critical localities, and 
4,274,961 in noncritical localities. As of April 30, 1953, 14 areas previously certi- 
tied as being critical defense housing areas had been decertified (that is, determi- 
nations were made by the Secretary of Defense and the Director of Defense 
Mobilization that the areas no longer met the statutory criteria), and the re- 
quired decontrols were put into effect as a result of these decertifications. 

During the period from August 26, 1952, through March 25, 1953, the latest 
period for which figures are available, the Director granted 829,454 adjust- 
ments increasing the maximum rents. During the same period he granted 26,322 
certificates relating to eviction and he decreased 38,436 maximum rents on his 
own initiative or on application of the tenants. 

In each defense rental area there is at least one local rent advisory board 
which makes recommendations on all phases of rent control inciuding individual 
rent adjustment and eviction cases. During the period from September 1, 1952, 
through March 31, 1953, the latest period for which figures are available, the 
local boards reviewed 22,260 individual cases. During this period oral hear- 
ings were held by such boards in 7,912 individual cases. These boards have 
also made numerous recommendations to the Director with reference to re- 
control and decontrol of areas, portions of areas, or classes of accommodations 
and other recommendations for changes in the rent regulations affecting the areas 
under their jurisdiction. 

During the reporting period covered by this report, 1,722.985 rental units 
were decontrolled. Of this total, 381.439 units were decontrolled under the local 
option provisions of the law, 25,850 units were decontrolled by the Director on 
his own initiative, 158.500 were decontrolled by virtue of having been in critical 
areas which were decertified, and 1,157,196 units were decontrolled because of the 
failure of the communities in which they are situated to request continuation of 
rent control prior to September 30, 1952. These latter units were decontrolled by 
operation of the 1952 amendments to the Housing and Rent Act of 1947, as 
amended. 

During the reporting period 463 appeals were filed with the Director of Rent 
Stabilization by landlords and tenants from orders entered by the area rent 
director in individual cases. 

There were 78,120 tenants’ complaints received alleging violations of the rent 
regulations. Asa result of action by the agency compliance with regulations was 
obtained in 38,300 cases. Refunds amounting to $1,136,960 were obtained for 
11,426 tenants, and damages amounting to $61,679 were collected on behalf of 
the Government in voluntary settlement. 

The Litigation Branch handles only those cases which the Compliance Branch 
and the local boards cannot dispose of by voluntary settlement. During the 
period September 6, 1952, through April 5, 1953, suits were filed by the agency in 
1,730 cases and 1,770 cases were disposed of. The total judgments amounted 
to $782,914.24. During the period August 26, 1952, through March 25, 1953, 
1.335 judgments were collected in a total sum of $628,819.27, of which $491,- 
426.07 were refunded the tenants and $137,393.20 was paid into the United 
States Treasury. Other work of the Litigation Branch included the handling of 
all appeals to the United States circuit courts of appeals. 

Seven regulations issued by this agency were in effect on April 30, 1953: 4 
substantive rent regulations dealing with houses, apartments, rooming houses, 
hotels, and motor courts: 2 procedural regulations, 1 relating to rent stabilization 
procedures and the other relating to local rent advisory board recommendations; 
and 1 substantive regulation relating to veterans’ preference. 

During the period covered by this report, 297 amendments were issued to the 
substantive regulations. as follows: 126 pertaining to decontrol; 3 effectnating 
recontrol; 70 putting critical rent control into effect : 70 providing for maximum- 
rent increases; and 28 which included 4 substantive amendments and others pro- 
viding for a collation of the description of the areas under control, division of 
areas, and renaming of areas. 
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Amendments to the Housing and Rent Act of 1947 which were effective May 1, 
1953, were particularly significant to the future of rent control in the following 
respects: 

Areas where rent control is in effect on April 30, 1953, and which were continued 
under control after September 30, 1952, by continuation resolutions or referen- 
dums are continued under control until July 81, 1953. 

Control of critical areas is extended to April 30, 1954. 

All housing accommodations created by new construction or conversion com- 
pleted on or after February 1, 1947, are decontrolled in critical areas. 

The criteria for certifying critical areas has been changed to restrict certifica- 
tion to places where a plant or installation of the Department of Defense or 
Atomic Energy Commission has been or is being provided, or where an existing 
such plant or installation has been or is being reactivated or substantially ex- 
panded in its operation. 

All existing critical areas must be reviewed in the light of the new criteria 
prior to July 31, 1953, and shall continue under control only if they qualify under 
the new criteria. 

The Office of Rent Stabilization is required to be liquidated no later than July 
31, 1953. 

These amendments indicate that after July 31, 1958, only critical areas will 
be under control and these critical areas will be greatly reduced in number since 
any area which was certified by reason of a defense activity other than a plant 
or installation of Department of Defense or Atomic Energy Commission will have 
to be decontrolled. The decontrol of new construction and conversions made 
on or after February 1, 1947, in critical areas will also greatly reduce the number 
of units under control in critical areas. 

In expectation of the liquidation of the agency by July 31, 1953, and the steady 
reduction of the workload in the interim pians have been made for a progressive 
reduction in personnel between now and July 31, 1953. 

On April 80, 19535, 199 employees in the agency were terminated; 18 of these 
were in the national office and 181 were employed in the field. 


NATIONAL ENFORCEMENT COMMISSION 


WASHINGTON 25, D. C., April 30, 1953. 
RAYMOND W. KARsT, Esq., 
General Counsel, Economic Stabilization Agency, 
S11 Vermont Avenue NW., Washington 25, D.C. 

Dear Mr. Karst: In Mr. Bernstein’s temporary absence from the city, I am 
forwarding to you three copies of the annual report of the National Enforcement 
Commission, for submission to the Joint Committee on Defense Production, as 
requested in your communication of April 9, 1953. 

Very truly yours, 
ANDREW P. Murphy, Jr., 
Assistant Counsel. 


I, SOURCE OF AUTHORITY OF THE NATIONAL ENFORCEMENT COMMISSION 


The Economic Stabilization Administrator’s General Order 18 established a 
National Enforcement Commission within the Economic Stabilization Agency. 
This Enforcement Commission supersedes the National Enforcement Commis- 
sion previously established by the Wage Stabilization Board. The National 
Enforcement Commission has been assigned jurisdiction to make determinations 
in enforcement proceedings instituted by the Wage Stabilization Board, the Salary 
Stabilization Board, the Office of Salary Stabilization, and the Railroad and 
Airline Wage Board. The Commission acts solely in a judicial capacity, adjudi- 
cating alleged wage and salary violations presented to it by the stabilization 
agencies, who appear in proceedings before the Commission in the role of com- 
plainant. The Commission, therefore, does not determine what cases shall be 
presented to it and has no more control over the prosecution policies of the 
stabilization agencies than a court of law has over those of a prosecuting 
attorney. 

The main sanction available to the Commission is a tax deduction disallow- 
ance. The authority for this sanction is derived from section 405 (b) of the 
Defense Production Act, which provides that the President may determine the 
extent to which any wage, salary, or compensation payment made in contra- 
vention of any regulation or order issued pursuant to the act shall be disregarded 
by the executive departments and other governmental agencies in determining 
the costs or expenses of any employer for the purposes of any other law or 
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regulation. As interpreted by General Order 15 of the Economie Stabilization 
Administrator, the power conferred upon the President (and delegated by suc- 
cessive delegations to the National Enforcement Commission) authorizes the 
disallowance for purposes of the revenue laws of the entire amount of the pay- 
ment made in violation of the Defense Production Act and not merely the 
amount over and above that permitted by the applicable regulation. However, 
General Order 15 provides that “where extenuating and mitigating circumstances 
are found to exist, less than the entire amount of such payments may be disre- 
garded and disallowed, provided further that the usual and general policy shall 
be to disallow and disregard an amount at least equal to that portion of any 
payment in excess of whatever payment was permissible under the governing 
regulation.” 

In addition to the tax deduction disallowance, other sanctions are available 
to the Commission: Determining costs under Government contracts and disal- 
lowance of wages in establishing maximum prices pursuant to the Defense 
Production Act. 

However, no case considered by the Commission thus far has resulted in the 
imposition of any penalty other than the tax-deduction disallowance. 


II. ORGANIZATION OF THE NATIONAL ENFORCEMENT COMMISSION 


As originally constituted, the Commission was composed of a chairman and 
two members. By General Order 18, Amendment 1, issued November 4, 1952, 
the appointment of 2 alternate members was authorized. Only one alternate 
member, who also serves as counsel to the Commission, has been appointed. 
The Commission is composed exclusively of representatives of the general public. 

At the present time both the Chairman of the Commission and the two mem 
bers serve on a part-time basis. In the absence of the Chairman, the counsel 
to the Commission is in charge of the administrative functions of the Commission. 

Cases are heard in the first instance throughout the United States by enforce- 
ment commissioners, who serve on a part-time basis. This has made it possible 
to procure the services of individuals who are outstanding in their communities 
and who would not be available to serve on a full-time basis. Furthermore, 
from a budget point of view, it has been deemed more desirable to have com 
missioners serve on a part-time basis and to be compensated only when actually 
employed, so that the varying caseload would not result in unnecessary expendi- 
ture. 

General Procedural Regulation 1, Revised, provides the procedure for pro- 
ceedings before the Commission. This procedure is designed to safeguard the 
rights of the parties and to expedite the disposition of pending cases. To this 
latter end, a flexible settlement procedure is provided. Basically, the procedural 
regulation provides for the initiation of an enforcement proceeding by service 
of a complaint setting forth a concise statement of the facts alleged to constitute 
the contravention, an answer thereto, a hearing upon adequate notice held before 
an enforcement commissioner in the area in which the alleged violation occurred, 
and right of appeal to the National Enforcement Commission. 


Ill. FACTUAL SUMMARY OF MAJOR COMMISSION DECISIONS 


Effect of retroactive approval of wage rates by the Wage Stabilization Board 

The National Enforcement Commission is bound by the established regula- 
tions, interpretations, and policies formulated by the board or office involved 
in the enforcement proceedings. Accordingly, when the question was first pre 
sented to it, the Commission held that retroactive approval of an employer’s 
rates by the Wage Stabiiization Board excused a violation for the intervening 
period (Keegan Steel Fabricating Company, N. B.C. No. 3). 

Thereafter, the Wage Stabilization Board issued resolution 92, which states 
without qualification that “no retroactive approval, heretofore or hereafter 
granted, shall excuse” any violation of stabilization regulations. This policy 
determination of the Wage Stabilization Board has been given full effect by the 
Commission (e. g., Superlite Materials Corporation, N. BE. C. No. 28). 
Cost-of-living setoff 

Where wage payments have been found to have been granted in excess of the 
basic 10-percent formula provided in General Wage Regulation 6, the Commis 
sion has permitted the amount of the illegal excess to be reduced by an amount 
equal to wage adjustments which the employer was permitted to grant under the 


38759—53——_8 
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cost-of-living formala provided in General Wage Regulation 8 (Joe R. Ford, 
NV. EB. C0. No. 21). 

While this credit has been granted by way of equitable offset, it is computed 
in the manner provided for cost-of-living adjustments granted on a_self- 
administering basis (Columbus Planing Mill, Inc., N. B.C. No. 42). 

Evaluation of exrtenuation 

A major issue presented to the Commission has been the effect to be given to 
extenuating factors that may be present. While the basic approach in this field 
was set forth in General Order 15 of the Economic Stabilization Administrator, 
the development of rules applicable to concrete situations has proceeded by 
case-by-case adjudication. 

Thus, the Commission has had to consider the effect to be given to inordinate 
administrative delay in acting on petitions for wage adjustments (Forsyth 
Engineering Company, N. BE. C. No. 30), to erroneous advice by Government 
representatives (Keegan Steel Fabricating Company, N. FE. C. No. 3; Fairmont 
Bor Company, Inc., N. E. C. No. 51), and to lack of information with respect 
to the requirements of the stabilization program (Columbus Planing Mill, Inc., 
N. B.C. No. 42). 

Procedural safeguards 
, incident to its judicial function, has had to make 
certain that proper procedures have been adhered to. 

The lack of a transcript has been held to vitiate proceedings below (James 
Coulter Machine Company, Inc., N. BE. C. No. 17). Several decisions have dealt 
with the safeguards attendant upon the execution of stipulations of settlement 
(e. ¢., Newth-Morris Bor Corporation, N. FE. C. No. 24: J. H. French Company, 
V. E. C. No. 20; Hoosier Metal Spinning Corporation, N. FE. OC. No. 19). The 
Commission has also pointed to the apparent lack of consistency in the settle- 
ment policy of the Wage Stabilization Board (Acme Lathing and Plastering 
Company, N. BE. C. No. 26). 


The Commission, as a norma’: 


IV. LIQUIDATION PLANNING 


Executive Order 10434 terminating wage and salary controls was issued by 
the President on February 6, 1953. The order provides: 

“This order shall not operate to defeat any suit, action, prosecution, or admin- 
istrative enforcement proceeding, whether heretofore or hereafter commenced, 
with respect to any right, liability, or offense posessed, incurred, or committed 
prior to this date.” 

In accordance with this mandate, the Commission has continued to adjudicate 
cases instituted before it by the stabilization agencies. 

In an effort to terminate its functions at the earliest possible date, the pro- 
cedural regulation under which the Commission operates has been amended 
to shorten procedural time lags and to expedite processing of stipulations of 
settlement. 

Since the Commission has no control over the institution of enforcement pro- 
ceedings, it is unable to plan effectively for its own liquidation without refer- 
ence to the activities of the prosecuting agencies. These agencies are at present 
instituting proceedings before the Commission at a rate greatly in excess of 
that prevailing prior to the termination of controls. It is expected that enforce- 
ment proceedings in the field will be concluded by the end of May. Appellate 
review could then be completed within a reasonable time thereafter. 


DEPARTMENT OF COMMERCE 


Tuer SECRETARY OF COMMERCE, 
Washington 25, D. C., September 16, 1953. 
The Honorable HoMer FE, CAPEHART, 
United States Senate, 
Washington 25, D.C. 

DEAR SENATOR CAPEHART: This is with further reference to your letter of 
August 7, 1958, requesting certain kinds of information concerning the Depart- 
ment of Commerce’s operations under the Defense Production Act during the 
past year. This information is being furnished in the form of a departmental 
report consisting of an introductory statement and reports for the individual 
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bureaus and offices for the period October 1952 to September 1953, particularly 
with respect to the points mentioned in your letter. 
If further information on any of the Department’s defense activities is 
desired by the committee, it will be made available promptly. 
Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


INTRODUCTION 


This report consists of individual statements of bureaus and offices of the 
Department of Commerce, a personnel summary and an appendix containing 
copies of delegations of authority for defense programs from the Secretary of 
Commerce to other departmental officials. The statement of each bureau and 
office is divided into sections, numbered in accordance with the request of the 
Joint Committee on Defense Production, except where otherwise specified. The 
arrangement of bureau and office statements is in the order of number of Depart- 
ment of Commerce personnel engaged in activities under the Defense Production 
Act, beginning with the largest 

Most of the Department of Commerce's activities under the Defense Produc- 
tion Act arose under title I of the original act, Priorities and Allocations, and 
part I of Executive Order No. 10161, which delegated to the Secretary of Com- 
merce the President’s authority in certain areas relating to this title. In turn, 
the Secretary of Commerce delegated substantially all his authority (the major 
exception relating to the use of transportation facilities) to the National Produc- 
tion Authority by Department Order No. 12%. This order and various amend- 
nents were transmitted to the Joint Committee on Defense Production with the 
1951 and 1952 reports. Although the Defense Production Act was further 
amended by Public Law 95, 83d Congress, approved June 30, 1953, and Executive 
Order No. 10161 was superseded by Executive Orders Nos. 10461 and 10480, the 
authority of the Secretary of Commerce to carry out these and other defense 
activities was not changed thereby. 

In addition, the Department received some other authority under title III of 
the original Defense Production Act, relating to V-loan guaranties, and under 
Kixecutive Order No. 10219, relating to certain transportation functions, which 
the Secretary of Commerce did not delegate to the National Production Author- 
ity, and which are handled by the Under Secretary for Transportation, under 
Department Order No. 128. This order, together with several amendments and 
supplements was transmitted to the Joint Committee with the 1951 and 1952 
reports. The appendix contains one further amendment to this order. 

Executive Order 10219 was also the source of authority for the establishment 
of the Defense Air Transportation Administration, by means of Department 
Order No. 137, a copy ef which was transmitted to the Committee with the 1952 
report. 

During the last year the Secretary of Commerce was given authority by 
Executive Order 10421 to make security ratings of industrial facilities. This 
authority was delegated to the Industry Evaluation Board by Department Order 
No. 129 (amended), a copy of which is included in the appendix. 

The personnel summary reveals that, except for the National Production 
Authority, the defense functions of the Department of Commerce require com- 
paratively few people. This is explained by the fact that the regular staff of 
the Department carries out many defense functions along with its regular assign- 
ments. This is particularly true of the Office of the Secretary, where the chief 
policy-making and administrative activities of the Department are carried out. 
The Office of the Secretary has brought about effective coordination of defense 
activities with regular activities of the Department at the same time it was 
performing necessary administrative services for mobilization agencies of the 
Department. The Bureau of the Census also is an outstanding example of a 
dual service agency in its performance of statistical collection, tabulating and 
analysis functions for a number of mobilization agencies of the Government at 
a fraction of the cost in money and man-hours that would be required by the 
establishment of statistical processing units in each defense mobilization agency. 
Similarly, personnel of the Maritime Administration was used to staff and service 
the National Shipping Authority, created in March 1951 to determine require- 
ments for and make allocations of oceangoing merchant shipping, and to plan 
for the operation of merchant ships in the event of all-out hostilities. 

It will also be recalled that practically the entire personnel of the Depart- 
ment’s Office of Industry and Commerce was transferred to the National Produe- 
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tion Authority in 1950, and since then has performed functions in connection 
with the mobilization program identical or closely similar to those in which it 
had heen regularly engaged since World War II. 

This extensive use of the Department of Commerce’s regular personnel and 
facilities greatly expedited the transformation from an effective peacetime to an 
efficient defense organization. With the passing of the peak of the mobilization 
effort a reverse transformation has been similarly facilitated by the existence 
vf a nucleus of administrative and planning officials who have maintained a satis 

torv balance between the mobilization activities of the Department and its 
continuing peacetime activities. 


NATIONAL PRODUCTION AUTHORITY 


AUTHORITY AND RESPONSIBILITIES 


The beginning of fiscal year 1954 witnessed a distinct shift in the authority 
and responsibilities of the National Production Authority. This resulted from 
enactment on June 30, 1955, of the Defense Production Act Amendments of 1953. 


of the act dealing with priorities and allocations. The broad authority that 
had heen granted to exercise these powers in the interest of the national defense 


The principal change that affected the operations of NPA was made in title I 


was curtailed in the area of allocations in the civilian market. This limitation 
tock the form of a new provision that the priorities and allocations powers 
shall not be used to control the general distribution of any material in the civi! 


an market, except under certain conditions. Other significant amendments to 
the De’ense Production Act involved section 701 (¢c) dealing with standards in 
the event powers are invoked to allocate any material in the civilian market, 
section 702 (d) narrowing the definition of national defense, and section 717 (a), 
which extended the general priorities and allocation powers to June 30, 1955. 
In addition, the new declaration of policy contained in the Defense Production 
Act Amendments of 1953 was completely rewritten with emphasis on national 
defense and security. It states: “In view of the present international situation 
and in order to provide for the national defense and national security our mobi- 
lization effort continues to require some diversion of certain materials and 
facilities from civilian use to military and related purposes. It also requires 
expansion of productive facilities beyond the levels needed to meet the civilian 
demand.” 

\s of September 4, 1953, the authority under which the National Production 
Authority performs its functions was derived from the following: Defense Pro- 
duction Act of 1950, as amended (Public Law 774, 81st Cong.; Public Law 96, 
S2d Cong.; Public Law 429, 82d Cong.; Public Law 95, 83d Cong.) ; Executive 
Order 10480 (18 F. R. 4939): Defense Mobilization Order 30 (18 F. R. 5366): 
Defense Production Order 1 (18 F. R. 3805; 18 F. R. 4188) ; Department of Com- 
merce Order 123, as amended May 6, 1952. NPA Organizational Statement No. 1 
(17 F. R. 4305). Rubber Act of 1948, as amended (62 Stat. 101, 50 U. S. C. App. 
Supp. 1921) ; and Executive Order 9942 (13 F. R. 1823). 


CURTATLMENT OF MATERIALS AND PRODUCTION CONTROLS 


Termination of the controlled materials plan 

In his state of the Union message the President indicated that he believed 
“that material and product controls should be ended, except with respect to de- 
fense priorities and searce and critical items essential for our defense.” 

The major step in carrying out this policy was to terminate the controlled- 
materials plan. CMP, which controlled the operations of all metal using pro- 
duction and construction industries by means of rationing steel, copper, and 
aluminum supplies, was made effective through the issuance of seven regula- 
tions. Six of these were revoked effective July 1, 1953. CMP Regulation 2, 
Which provided inventory restrictions on holdings of steel, copper, and alumi- 
num was revoked on May 1, 1953. 

The changeover from the full CMP under which the economy has been oper 
ating since July 1, 1951, to a more limited control system on July 1, 1953, re- 
quired that several actions be taken to provide for as smooth a transition as 
possible. With this in mind, action was taken by the NPA in February to permit 
controlled-material producers to accept unrated orders for delivery in the second 
quarter after the commencement of lead time. The acceptance of unrated orders 
was permitted only after the controlled-material producers had accepted and 
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scheduled the necessary production facilities for the satisfaction of authorized 
controlled-material orders. 

In addition, the necessary directions to the CMP regulations were issued in 
May to provide for a complete transition from CMI to the defense-materials 
system which was to replace CMP in the third quarter. These directions pro- 
vided for the retention of the status of preferential delivery orders for con- 
trolled materials in the civilian area which were accepted for shipment prior to 
July 1, 1953, and carried over into the third quarter. In addition, controlled- 
material producers were authorized to accept nonpreferential delivery orders 
for shipment in the third and subsequent quarters. Provision was made for 
the continuance of allotment authority in the civilian area for nickel-bearing 
stainless steel throughout the third quarter through a partial ailotment control. 

Finally, the necessary regulations to establish the defense-materials system 
were issued in March so that defense and AEC contractors could take the neces- 
sary actions during the spring to meet the long lead-time requirements for plac- 
ing orders for steel, copper, and aluminum. In order to insure as orderly a 
transition as possible for military contractors, the DMS rules which became 
effective on July 1 were patterned as closely as possible to CMP rules to mini- 
mize procedural changes on defense work. 


Establishment of the defense materials system 


= 


The defense materials system became effective on July 1, 1953, to replace the 
controlled-materials plan. Under DMS the scope of Government control over the 
metal-using industries, as well as the distribution of steel, copper, and aluminum, 
was limited to the defense program. DMS thus carried out the second portion 
of the President’s policy statement referred to above. 

In brief, DMS provides for a determination of the quantities of steel, copper, 
and aluminum needed each quarter by the Department of Defense and the 
Atomic Energy Commission to meet their construction and production programs 
for defense. This defense load is then spread equitably throughout the three 
producing industries by indicating to each producer what his share of the 
defense requirement for each controlled-material product is to be. The pro- 
ducing mills are then required to reserve the necessary portion of their total 
production for defense orders through the issuance of NPA directives. Any 
portion of the space reservation not taken up by defense contractors at the 
commencement of lead time for each controlled-material product is automatically 
made available for sale to civilian consumers. This has the effect of not only 
insuring that the necessary controlled materials are made available to meet 
defense programs but, in addition, by spreading the military load among the 
individual producers, it minimizes dislocation of civilian industries. 

Defense contractors and subcontractors are authorized to use defense program 
symbols to identify their orders for acceptance within the military space reser- 
vations at the mills. Similar authority in the form of preference ratings is 
eranted defense contractors for the purchase of products and materials other 
than controlled materials needed to complete their defense production or con- 
struction schedules. In those cases in which the overall control system fails to 
assure delivery of individual bottleneck items to defense contractors, the 
National Production Authority takes individual actions upon the request of the 
Department of Defense or the Atomic Energy Commission. 

The DMS authority is essentially limited to the production and construction 
programs directly financed by the Department of Defense and the Atomic 
Energy Commission. Any defense activity not financed by either of the two 
agencies is included within the scope of DMS purchase assistance only upon 
the specific endorsement of 1 of the 2 defense agencies. Examples of such activ- 
ity are the electric power projects upon which the operation of AEC installations 
depends, the foreign military assistance program, selected civilian aircraft activi- 
ties of the CAA, and individual plant construction jobs being built under pri- 
vate funds for the production of military items. 

As of the date of this report no change in the definition of a defense program 
has been necessary. This would seem to indicate that a workable definition 
for dividing militarily related activity from defense-supporting activity has 
been developed. It has been this problem which in the past has made it difficult 
to confine the exercise of Government priority to defense work and prevent 
its extension to the entire civilian economy through the successive inclusion 
of a series of defense-supporting industries. 

Under the modified system, NPA Regulation 2, as amended, provides priority 
assistance for the defense programs as designated in the Defense Production 
Act. These programs have been assigned the A, B, C, D, and E symbols. This 
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implementation accomplishes the wishes of the President and the Congress in 
that it leaves industry free to deal in the open market while assuring preferen- 
tial treatment for the defense program. 

With respect to priority assistance, the requirements of defense contractors 
for materials, components, production, and construction equipment are given 
specific authorizations in the form of one of the ratings within the A to E 
series, each of which have equal status. In the case of materials for mainte- 
lance, repair, and operating supplies, such contractors may, without making 
application, seli-authorize a rating and extend it to their suppliers to cover 
only such quantities as are needed for their defense orders and to prevent delay 
jn completition on time of such orders. 

To further facilitate the defense program, directive assistance is used in 
cases of emergency or where conditions of the greatest urgency exist. <A direc- 
tive is an instruction to a supplier, either by letter or wire, to produce and/or 
deliver, on a certain purchase order, on or before a specific date. It supersedes 
and takes precedence over all rated orders. Requests for such assistance must 
show that delivery of the material or equipment cannot be effected without 
it, and that the delivery is required at an earlier date than that which can 
he satisfied by the issuance of a rating to meet the needs of the defense pro 
gram. Finally, a Government sponsor must furnish any additional informa- 
tion and support needed to make this determination with respect to the earlier 
delivery date. 

This system will undoubtedly be required for the life of the Defense Pro 
duction Act, or for such period as the defense program creates a demand for 
preferential treatment. 


Disposition of other orders and regulations 


In the 12 months ending September 1953, the total number of control orders 
for products and materials has been reduced from 63 to 8. Three of these, 
M-—1A, M-—5A, and M-11A, represent the orders governing the steel, copper, 
and aluminum industries with respect to their contribution to the defense 
program. These orders are, therefore, essentially a supplement to the DMS 
regulations described above, and are not overall control orders with respect 
to their effect on the distribution of materials throughout the civilian economy. 

The remaining 5 orders apply to electron tubes, metalworking machinery, con- 
struction machinery, diamond grinding wheels, nickel, and columbium-tantalum. 
As of the date of this report only the last 2 materials mentioned are subject to a 
general control with respect to their distribution and use in the civilian economy. 

In addition to the 2 outstanding DMS regulations, there are in effect 5 NPA 
regulations which relate to various aspects of the priorities system and related 
matters. 

COMPLIANCE AND ENFORCEMENT ACTIVITIES 
Compliance 

From September of 1952 to the end of the year NPA compliance activity was 
characterized by continuing emphasis on the CMP audit program. In this con- 
nection, the large steel consumers were checked in an effort to discourage any 
inclination to rebuild inventories through excessive ordering at the expense of 
other consumers whose inventories were depleted as a result of the protracted 
work stoppage in the steelindustry. Much was done during this critical period to 
prevent overordering and the placing of duplicate purchase orders, and to require 
cancellation of any such orders which had been placed with suppliers. 

Early in the first quarter of 1953 it was apparent that the steel situation had 
begun to ease, and by the middle of February 1953 NPA announced the open- 
ending of the Controlled Materials Plan, This change was taken into considera- 
tion in continuing the audit program, but emphasis began to shift to the other 
orders and regulations remaining in effect, particularly to the orders controlling 
the critical alloying materials. 

By spring of 1953 there was widespread indication that the small-order exemp- 
tion of Order M-80 (Schedule 1, Nickel) was being abused. As a consequence, 
more than 500 nickel consumers were checked and substantial compliance was 
obtained through cancellation of outstanding purchase orders. In some instances 
consumers had placed duplicate orders; in others, they had ordered nickel in 
amounts in excess of the quantities actually required. A survey of nickel con- 
sumers resulted in an amendment to the order, which effectively closed loopholes 
through which this critical material had found its way into the grey market. 

On June 30, 1953, the entire field compliance staff was abolished. Since then 
there has been no positive program in the form of surveys or audits. 
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Compliance activities after June 1953 were confined to the handling of cases 
involving nickel; improper use of symbols, the effect of which was to divert 
critical materials from defense needs; and complaints that manufacturers in 
occasional instances were not according preference to Department of Defense 
and AKC orders, or to directives issued by the NPA. 

Over this period it was the objective of compliance activities to safeguard the 
defense-production program and to assure the equitable distribution of critical 
materials required by the domestic economy, with the least possible disruption 
of normal business operations. The task of compliance has been simplified by 
the cooperation received by the Government from business. 

Enforcement 

The enforcement staff consisted, on September 1, 1952, of 5 attorneys in the 
Office of the General Counsel, aided by 13 regional attorneys located in the various 
regional offices of the Department of Commerce. ‘The staff decreased gradually 
during the year, until on August 31, 1953, it consisted of 1 attorney in Washington 
and none in the field. 

Twenty two formal administrative adversary proceedings for the recovery of 
substantial quantities of controlled materials were initiated during the reporting 
period, and 35 suspension orders were issued by NPA hearing commissioners. The 
excess in the number of orders issued over the number of proceedings instituted 
represents a carryover of pending cases from the preceding period. Nine formal 
appeals from suspension orders were prosecuted before the chief hearing 
commissioner and were disposed of by him. In addition, a large number of peti 
tions for modifications and for various other types of relief were the subject of 
formal proceedings. By August 31, 1953, all pending proceedings of this nature 
had been satisfactorily concluded. 

Eight cases of serious violations of the Defense Production Act and regulations 
of the Agency were referred to the Department of Justice, with recommendations 
for criminal prosecution. Some 35 individuals and corporations were designated 
in these references as significant violators. Violations were found to exist cover- 
ing substantially the entire range of controls and included cases of conspiracy 
and fraud where substantial pecuniary profits resulted to the offenders. Six 
convictions were secured in United States courts, and fines were imposed ranging 


from $150 to $22,500. Numerous other cases are pending either with the Depart- 
ment of Justice or with the United States attorneys, some of which have reached 
the stage of indictment or information. Several of them should proceed to trial 
within the immediate future. 

In one exceptionally aggravated case an injunction was obtained against fur 
ther violations of the Defense Production Act and of the orders relating to the 
acquisition and consumption of nickel. Criminal proceedings have also been 
initiated against the same violators. 

There remains a considerable volume of partially processed cases, some of which 
disclose prima facie evidence of significant and willful violations of the act and 
regulations. These cases are being screened selectively for enforcement action 
since under existing personnel limitations only the more flagrant cases can be 
processed. 

Especially good working relations have been enjoyed with other agencies 
engaged in activities under the defense mobilization program. In particular, the 
Petroleum Administration for Defense and the Department of Defense have 
cooperated closely in the compliance and enforcement field. The Department of 
Justice has provided excellent and expeditious services in connection with the 
handling of cases to which a special priority was assigned by NPA. 

Appeals 

On August 18, 1953, the functions of the NPA Appeals Board were absorbed by 
the Appeals Board of the Department of Commerce. During its existence within 
the National Production Authority the Appeals Board heard and disposed of 
640 appeals by industry relating to allotments, base-period adjustments, and 
many special hardship situations. Its peak of activity was reached in the month 
of January 1952, when 51 new cases were received, 21 hearings were held, and 


36 cases were disposed of. 
PROGRESS OF THE MACHINE-TOOL PROGRAM 


The machine-tool situation has greatly improved during the past year in 
regard to supply and demand. The programs administered by the NPA Metal- 
working Equipment Division, which include the pool-order program, facilities 
contracts, elephant program, and tax amortization, have finally borne fruit. 
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The ratio of unfilled machine-tool orders to the demonstrated production rate 
has shown a steady decline: January 1952 showed a backlog of 18.1 months; 
September 1952 showed a backlog of 12.0 months; July 1953 showed a backlog of 
only 7.4 months. 

The following chart clearly demonstrates the effectiveness of these programs, 
and the continuing improvement in the backlog situation. 


Months Machine Tool Backlog 
25 


20 


Regular monthly reports from the machine-tool industry show a continued 
downward trend in new orders received, and in the backlog of orders. Many 
manufacturers have already reduced their productive capacity and are in need 
of orders. Of approximately 350 machine-tool builders, about 50 are still making 
items critically needed for the defense program. Twenty-five companies report 
backlogs of from 12 to 52 months, 68 report backlogs of 7 to 12 months, and 90 
report backlogs of 4 to 6 months. 

At the peak of activity in 1952 the Metalworking Equipment Division was 
handling approximately 500 requests a month for diversions of machine tools. 
This has shown a steady decline. In August 1953, 96 requests were received for 
diversion action ; 42 diversions were made. 

In the light of this improved balance of supply and demand, all machine tools 
assigned reserve status by the Department of Defense, including those designated 
as national industrial equipment reserve tools, have been returned to the Depart- 
ment of Defense to be set up in an inventory called the production equipment 
distribution group. The Department of Commerce will continue to maintain a 
small inventory called the defense mobilization production equipment inventory, 
consisting of tools other than those owned by the Department of Defense. 

The most important NPA project in the metalworking area is completion of 
the existing programs at the lowest net costs to the Government and, at the same 
time, maintaining a maximum of production facilities in readiness for any future 
defense mobilization that may be required. 
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SMALL-BUSINESS ACTIVITIES 


In carrying out its responsibilities in connection with the defense production 
program, the NPA through its Office of Small Business continued a number of 
small-business activities in cooperation with the Small Defense Plants Admin- 
istration and its successor agency, the Small Business Administration. In gen- 
eral these were directed toward safeguarding the interests of small business and 
assuring proper participation of small concerns in defense work. During the 
fourth quarter of 1952 it was possible to discontinue the small-business hardship 
program by the return of all materials in that program to the NPA general 
reserve. 

All NPA orders proposed for revocation were reviewed before issuance to 
prevent precipitous action adverse to small-business operations. 

Early in January of 1953, certain smail concerns experienced difliculty in plac- 
ing orders without undue delivery delays. Such cases were reviewed prior to 
processing by the Office of Small Business in cooperation with the industry 
divisions concerned and appropriate action favorable to the small companies 
Was taken to expedite deliveries. Through the Office of Field Service and 
in cooperation with the Metalworking Equipment Division, small manufacturers 
were assisted in obtaining various types of production equipment. 

Under Oilice of Defense Mobilization regulations small businesses are entitled 
to preferential treatment under the tax amortization program. ‘The NPA re- 
viewed all applications to identify cases qualifying for such treatment. The 
industry divisions have considered the small business share in their recom- 
mendations for the establishment of expansion goals. The small business factor 
has been taken into account in the mobilization readiness work of NPA, 
described elsewhere in this report. 

From the beginning of the defense program the NPA has made studies on 
the impact of materials diversion upon smaller concerns. ‘Typical of such re- 
ports during the past year is a report on Participation of Smali Metalworking 
Manufacturers in the Defense Program, and a report on Selected Statistics Re- 
lating to Defense Mobilization by Size of Companies. On April 1, 1953, a 
synopsis of United States Government Proposed Procuraments and Contract 
Awards, initiated by the Department of Commerce in 1950, was put on a sub- 
scription basis and is now mailed directly to subscribers rather than being made 
available without cost as in the past. 

kifiective liaison between NPA and other Federal agencies concerned with 
small business, including the Small Defense Plants Administration and Small 
Business Administration, as previously established has been continued during 
the year. This has served to eliminate duplication of effort and to facilitate 
the coordination of work in the area of small business which is of interest to 
more than one department or agency. 

As NPA’s small business workload decreased, and as functions and personnel 
were transferred to the recently established Small Business Administration, 
the staff of the Office of Small Business in NPA was gradually reduced. From 
a staff of 38 on May 1, 1953, the staff has been reduced to 5 employees, plus 1 
person temporarily employed on the tax-amortization program as it relates 
to small business. 

MOBILIZATION READINESS PROGRAM 


In a variety of ways the NPA participates in the Government’s overall pro- 
gram of industrial readiness for full mobilization. The work being carried for- 
ward by NPA in connection with this program is outlined briefly under the 
headings indicated below. 

Development of a simplified production control system for full mobilization 

Our Government has had two recent experiences in endeavoring to mobilize 
the Nation’s resources to meet security objectives. In each instance an extended 
time was required to establish a sound basis for determining a balanced level 
of production and construction programs to meet security needs. In each instance 
an extended time was necessary to deal with the problems encountered in estab- 
lishing an effective control system to assure the related critical material flow 
to support the authorized levels. An analysis of the reasons for the delay would 
indicate that a similar delay can be anticipated if the same kinds of controls 
have to be reimposed under the stress of all-out war. 
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In May a 2-day conference was held under the joint sponsorship of the 
Director of the Office of Defense Mobilization, the Director of the Bureau of the 
Budget, and the Secretary of Commerce. The purpose of the conference was 
“to ask for the advice of individuals with past experience in some phase of 
management of the economy through the operation of a production and material 
control system. The individuals present were chosen because they have an 
awareness of the interrelationship in the areas of policy and program decisions, 
the overall production control system, and the statistical information needed to 
integrate the two.” 

At the conclusion of the conference the following advice was offered on the 
subject of a control system by the industry representatives present: 

“The group advised that the Government should, with advice and assistance 
from industry, undertake a systematic modification of CMP rules and procedures 
to adapt them more closely to normal industrial production scheduling and ma- 
terial purchase procedures. This would make it possible to reduce the time 
needed to mobilize industry in the event of all-out war.” 

The controlling considerations leading to the group’s recommendation were: 
The fact that the present system is peculiarly susceptible to breakdown in the 
event of bombing attack ; the conclusion that we should work toward a significant 
modification of the present CMP system with the aim of eliminating the bulk 
of paperwork involved while, at the same time, assuring adequate control over 
wartime industrial production; and the fact that a material control svstem for 
use in all-out war must take into account the reporting problem of industry 
during peacetime, must be geared to normal industrial practices, and be capable 
of being installed with a minimum of delay and confusion in the event of sudden 
attack 

Work on the development of a control system for use in the event of all-out 
war has commenced. It is anticipated that proposed improvements in the control 
system can be tested by means of modification of the Defense Materials System. 
Since the development of a simplified system is one of the essential objectives, 
it follows that the introduction of revisions in the Defense Materials System will 
result in an immediate simplification in the administration of the current DMS 
regulations, 

It is expected that a draft of an improved system will be available by the end 
of the year. This will permit a critical appraisal to be made by the interested 
Government agencies, private industry, and the staffs of the congressional com 
mittees with responsibilities in the field. 

Resources expansion taz-acceleration program 

The NPA continues to be the major delegate agency with respect to the number 
of certificates of necessity for tax amortization processed during the period of 
this report In prosecuting the duties of such a delegate agency it was necessary 
for the various industry divisions of NPA not only to rely upon the expert knowl 
edge of their respective industry specialists, but to obtain the advice of the 
Office of Small Business, the Office of Labor and, in many instances, the Depart- 
ment of Defense before making the requisite recommendations to the Office of 
[defense Mobilization as to whether the application should be approved or denied. 

In this capacity the National Production Authority processes an average of 
65 percent of all tax-amortization cases submitted to ODM. Similarly, NPA 
also processes an average of 70 percent of all cases previously certified but re- 
turned for further action, such as amendments or time extensions. 

However, this workload has been declining during this calendar year and 
particularly rapidly since the middle of the year. At the beginning of 1953 
the total new caseload was about 200 per month which, by September, had 
dropped to about 100 cases, representing about a 50-perecent decrease. Similarly, 
the posteertification workload (amendments and extensions) dropped from 220 
to about 110 cases per month. An extrapolation of the recent trend indicates 
a further sharp contraction of the workload. 

The National Production Authority established 154 goals to indicate the 
various capacities for individual commodities required for defense and to serve 
as guides (actually as controls) in making tax-acceleration determinations. 
Whenever possible these goals were established in units of production, taking 
into consideration the installed capacities. 

As of September 1, 1953, 86 (or 23 percent) of these goals were regarded as 
unfilled and active. The effects of these expansions was evidenced in the 
rapid growth rate of the Nation’s industry which showed an increase in capital 
expenditures for private plants and equipment of 35 percent from 1950 to 1953, 
This represented an increase from $20.6 billion in 1950 to an estimated $27.8 
billion in 1958. 
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Stockpile activities 

Pursuant to Public Law 520, the National Stockpile Act, and pursuant to the 
Defense Production Act, the NPA participated in the development of materials 
supply and requirements information with other agencies of Government. This 
information was developed for the purpose of advising the responsible agencies 
concerning the establishment of stockpile objectives. 

NPA also participated in the development of reasonable acquisition rates for 
the stockpile for the period covered, keeping in mind the needs of the defense 
program and the civilian economy, as well as the needs of the national stockpile. 
Acquisition rates were established for each of the stockpile commodities acquired 
during the year. In almost all instances materials were acquired up to the quan- 
tities stated in the minimum schedule and in many Cases it was possible to acquire 
materials beyond the minimum quantitties specified. 

During this period, the NPA maintained a series of conservation and allocation 
orders which served to assure ihe military, AEC, and stockpile requirements would 
be met in full without endangering the civilian economy. 

Export quotas and utilization of foreign resources 

The improvement in the supply position of the United States generally during 
the past year was reflected in liberalization of export quotas and elimination of 
the necessity for providing priority assistance for most exports. Military items, 
however, continued to receive the necessary priority support so that NATO and 
other defense programs of foreign allies were given support. 

Canadian requirements continued during the year to receive comparable treat- 
ment with United States needs of like urgency. 

During the year, the results from foreign projects for minerals development 
initiated at the beginning of the program began to assume considerable impor- 
tance in the United States supply picture. This was especially true for the fol- 
lowing scarce materials: nickel, bauxite, chromium, iron ore, and cobalt. 

Salvage and conservation activities 

With respect to the field of secondary materials and salvage operations, the 
past year marked a return to normalcy. In 1951 and early 1952, the NPA con- 
ducted a series of salvage campaigns, enlisting the support and participation of 
industrial and Government groups throughout the country. Most prominent of 
these were the industrial scrap mobilization committees composed of business- 
men in each of the industrial areas, the auto wreckers, scrap dealers, Steel Indus- 
try Advisory Committee, Non-Ferrous Council, and farm groups. As a result, 
at least in part, of these efforts, the situation began to show a marked improve- 
ment so that by September of 1952 it became possible to begin the curtailment 
of NPA salvage activities. The Salvage Division was abolished and its personnel 
and functions transferred to a Program Executive for Salvage. In October 1952 
the scrap mobilization committees, then numbering 1,660, were advised that no 
further active pressure on their part was warranted. 

The several nationwide salvage programs—industrial, auto wreckers, farm, 
Federal, State, and municipal governments, tin can for copper precipitation, 
and special projects—were discontinued until it is necessary to reactivate them. 
The only ones still active are the military programs (including those covering 
all Army, Navy, and Air Force installations), shipbreaking and overseas scrap, 
together with a program for salvaging industrial diamonds which are still in 
short supply. However, in view of the very frequently changing position of 
secondary materials supply situation, the NPA felt it advisable to preserve 
the organization and scrap-collection machinery as far as possible and asked 
these groups and committees to remain ready to resume operations on call if 
needed. 

Despite the great improvement, the iron and steel segment of scrap salvage 
remains a serious national problem, calling for unremitting vigilance. While 
not critical at this time, developments are being followed closely to obviate a 
repetition of the emergency which occurred in 1951 and 1952 and three times 
since 1941. The large inventories built up by the mills and foundries during 
the 1952 steel strike have been reduced from 60 to 48 days’ supply and, in addi- 
tion, scrap dealers’ stocks have been depleted to very low levels. This is be- 
lieved to be due largely to a reluctance on the part of the consumers to increase 
or maintain large inventories at a time when steel production is expected to be 
curtailed, rather than to an inability to obtain scrap. 

During the year the NPA resisted considerable pressure to permit additional 
iron and steel scrap to be exported, since comprehensive studies showed that 
the supply of this critical material on a long-range basis is inadequate. 
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With respect to conservation, when the industry divisions of NPA were first 
organized, it was felt that at least one specialist should be engaged to work in 
each division where critical materials could be conserved. Through the four 
well-known conservation measures——substitution, simplification, standardization, 
and specification—conservation programs were put into effect which stretched 
out the available supply of all materials to cover a volume of industrial and 
military products. All segments of industry, government, and the military serv- 
ices, partly through their procurement agencies, participated in making the 
ost out of the least where strategic materials were involved. After careful 
studies, these specialists recommended limitation and other conservation orders, 


addressed industry advisory committee meetings, and distributed written mate- 
rial to manufacturers, fabricators, and others throughout the country, which 
encouraged and assisted the latter to install programs in their plants. 


Mobilization base program 


Late in the fall of 1952 the Office of Defense Mobilization launched a program 
designed to strengthen the Nation’s industrial capacity to meet the possibilities 
of future mobilization. The NPA was given a major role in this work. As a first 


step in carrying out its assignment, the NPA established a mobilization base 
task group consisting of representatives of its five industry bureaus and its key 


staff offices sy April 1953, the task group had completed its work of laying the 
foundation of a work program to be implemented by the NPA industry divisions. 
The main aspects of this work program are outlined below: 


Strengthening the industrial base—1. With the cooperation of ODM and other 
departments and agencies, the NPA developed a full mobilization model to de- 
termine the feasibility of requirements for all segments of the economy in a 
period of full mobilization. This involved, for each of some 500 product codes, 
the estimation of production levels to meet requirements for each of the first 
8 years of a full mobilization effort. These levels were translated into material 
requirements for steel, copper, and aluminum. 

The NPA thus provided the ODM with requirements needed to support the 


defense-supporting and essential civilian areas of the economy. Eventually, 
the ODM will combine all requirements for the three key metals as computed by 
the various agencies of government, and will compare the total with our ¢a- 


pacity to produce. When completed, the feasibility of requirements will have 
been tested and appropriate adjustments made to meet changes in strategic 
plans. 

This is an aggregate approach to the problem of testing the feasibility of re- 
quirements and involves a measure of the total stock of goods and services 
produced by the United States. As a point of departure, the gross national 
product has been used, but the NPA has not gone below the product code level 
in its work 

2. Since the aggregate approach mentioned above does not identify the poten- 
tial deficiencies in particular items, the NPA has undertaken a series of require- 
ments-capacity studies. In the area of components, where experience indicates 
that there will be deficiencies in a period of full mobilization, some thirty-odd 
studies have been initiated. These studies will indicate the extent to which 
requirements will exceed supply so that appropriate measures can be taken in 
advance to meet full mobilization capacity. 

3. Emphasis was placed upon the collection of statistics covering the Korean 
period, in addition to planning for the collection of minimum statistics in peace- 
time for mobilization purposes. In this connection, the task group developed a 
series of mobilization base books. These documents consist of selected data 
for each product code covering information on the dollar value of shipments and 
materials consumption since June 1950. In addition to data on products con- 
suming the basic metals, similar documents were prepared for noncontrolled 
materials, such as leather. 

!. Work was initiated on the preparation of standby orders and regulations for 
installation in the event of sudden attack. This phase of the program was stopped 
in May 1958, pending a review of the entire mobilization readiness program to 
determine those aspects which should continue and receive emphasis. 

». A series of historical reports on defense production was developed during the 
year covering the operations of both NPA and the Defense Production Administra- 
tion from the beginning of the Korean war in June 1950, These reports (63 in all) 
were prepared for the guidance of officials concerned with the planning and 
execution of any future mobilization program that may be required. They consist 
of studies of the policies, programs, and operations of the individual industry 
divisions and offices of NPA and DPA, and each is accompanied by a wealth of 
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appendix material, in addition to the text, which will provide basic guidance to 
officials both for defense planning and actual mobilization purposes, No public 
distribution of these reports will be made, since they were prepared for “official 
use only.” 

Protecting industry from enemy attack.—During the past year, the NPA also 
participated in the Government’s program designed to protect industry from the 
consequences of enemy attack. Three aspects of this participation may be men- 
tioned briefly. 

1. The industry divisions of NPA have contributed data and reeommendations 
to the Industry Evaluation Board to provide the basis for assigning critical 
ratings to key facilities in terms of their relative importance to the national 
security. These ratings indicate the plants producing critical materials or pro- 
ducts, their location, the approximate time needed to reactivate them in case of 
loss by enemy action. This information aids also in determining the type and 
location of defensive installations required to protect key facilities against such 
action. 

2. The NPA has actively participated in the post-attack program, which is under 
the general supervision of the Office of Defense Mobilization. Through its indus- 
try divisions and industry advisory committees the NPA has endeavored to inform 
industry regarding the purpose and scope of the program so that industry itself 
may contribute effectively, in cooperation with the Government, toward a solution 
of the postattack problem, 

In addition, actual work has been initiated among a number of key industries 
with a view to the development of types of postattack measures which appear 
most suitable to the needs of the particular industry concerned. The steel, chem 
ical, rubber, photographie film industries are examples of areas in which studies 
of this type have been started on an exploratory basis. 

3. A member of the NPA staff represents the Department of Commerce on 
the Facilities Protection Board, which was established by Executive order, and 
which operates under the Office of Defense Mobilization. As a result of the 
Board’s recommendations, the Director of ODM will designate the agency of 
primary cognizance to develop and execute programs and measures for the 
physical security of specific facilities within its area of responsibility. It is 
expected that, because of NPA’s concern with major sectors of the industrial 
economy, it will be designated as the agency with primary responsibility for 
developing adequate measures for the physical protection of many of the 
Nation’s key facilities. 


COOPERATION WITH INDUSTRY 


Industry Advisory Committee operations 

As in previous years, the NPA sought advice from industry through industry 
advisory committees, pursuant to the requirements of section 701 (b) (ii) of 
the Defense Production Act, and in accordance with the procedures and policies 
approved by the Department of Justice. 

As of September 1, 1953, the number of NPA industry advisory committees 
was 554, with a total membership of approximately 7,500 industry representa- 
tives. During the past year, 234 IAC meetings were held and advice was received 
from industry on problems relating to the defense production program. 

As in the past, small business was represented on NPA industry advisory 
committees and, for all meetings, small business problems were placed on the 
agenda for discussion in their relationship to the subject under consideration. 

A number of meetings were devoted to consultation with industry on problems 
relating to the mobilization readiness program. These meetings represent a 
broadening of the use of NPA’s industry advisory committees by other Govern- 
ment agencies. The Office of Defense Mobilization, the Department of State, 
and the Atomic Energy Commission have, for example, used NPA committees on 
a number of occasions during recent months. It is expected that increasing use 
will be made of these committees to obtain the advice of industry on mobiliza- 
tion readiness problems. 

A survey conducted during the year indicated that industry favors continua- 
tion of the NPA Industry Advisory Committee system as a means of promoting 
effective Government-industry relationships and cooperation. 

Field service operations —The departmental field service continued the im- 
portant function of representing the National Production Authority throughout 
the United States, thus providing a medium through which the business public 
could deal with the Agency on a local basis. As representatives of NPA, the 
field offices operated in three main fields of activity: 
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1. Providing current information on orders, directives, and regulations ; direct 
assistance to businessmen on problems arising therefrom; aiding in expediting 
the delivery of materials and equipment to defense contractors and subcon- 
tractors; and allocating steel, copper, and aluminum under the Controlled Ma- 
terials Plan. 

2. Administering the compliance program so as to achieve maximum com- 
pliance with existing regulations with the least impact on legitimate business 
operations, 

8. Cooperating in the field with other Government agencies having responsi- 
bilities under the Defense Production Act to attain as complete coordination 
as possible in matters of mutual interest. 

In carrying out its responsibilities, particular attention was devoted to pro- 
viding proper and essential services with a minimum outlay of funds. With 
the elimination or relaxaton of specific controls arising from an improvement 
in the supply situation, every effort was made to speed the reduction in the 
number of field offices as well as personnel assigned to these offices. With the 
inauguration of the NPA program, the 42 field offices of the Department were 
expanded and, at the peak activity, 105 field offices were in operation. NPA 
employees numbered 1,476. At the beginning of the fiscal year 1953, there were 
75 field offices with 1,290 employees. By January 1, 1953, the number of offices 
was reduced to 57 with 586 emplovees. This number was further reduced to 
42 offices with 27 NPA employees on July 1, 1958. 


ORGANIZATION AND PERSONNEL 


Organizational adjustments 

In accordance with organizational plans developed to permit maximum flexi- 
bility for expansion and contraction, the organization of NPA has been adjusted 
to keep pace with the decontrol actions and the contraction of the agency’s 
programs. 

During the period from October 1 to December 31, 1952, emphasis was placed 
primarily in contracting the organization in the field of civilian products. The 
Office of Production Analysis and the Office of Civilian Requirements were 
abolished and their functions absorbed by the Policy Coordination Bureau. Ten 
industry divisions dealing primarily with consumer end products were combined 
into four. The 4 divisions of the Office of Labor were combined into 2 divisions. 

Over the period January 1 to June 30, 1953, as controls of all materials and 
end products not directly contributing to the military effort were lifted, further 
consolidations were made. The Facilities and Construction Bureau was abol- 
ished and its remaining functions absorbed by the Construction Division of 
the Technical Equipment and Consumer Goods Bureau. Three divisions of the 
Office of Public Information were abolished, and the operation reduced to a 
small staff in the Office of the Administrator. The 10 divisions of the Policy 
Coordination Bureau were reduced to 4, and the Chemical and Rubber Divisions 
were combined. 

During the period since July 1, an attempt has been made to streamline the 
organization of the NPA to perform only those Defense Production Act functions 
necessary to sustain military effort and maintain the necessary planning for 
mobilization. Plans are being developed as to the type of continuing organiza- 
tion which should be carried forward into the Department of Commerce after the 
current defense program is accomplished. 

In accordance with these basic precepts, all of the staff and administrative 
services offices and divisions of NPA have been greatly reduced in scope and con- 
solidated into a small staff under an Assistant Deputy Administrator. The Office 
of General Counsel, Appeals Board, and Hearing Commissioner have been elim- 
inated and their duties assumed by the staff in the Office of the Secretary of 
Commerce. The industry divisions have been further streamlined and con- 
tracted into 25 basic industry divisions. 

In summary, the National Production Authority’s organization, which con- 
sisted of 6 bureaus, 12 offices, and 56 divisions on October 1, 1952, has been con- 
tracted into an organization consisting of the Office of the Administrator, the 
Office of Small Business, the Office of Assistant Deputy Administrator, and 25 
basic industry divisions, 


Personnel changes 


The National Production Authority’s work force as of September 1952 com- 
prised 3,454 per anum, 49 part-time (when actually employed) and 270 without 
compensation employees, a total of 3,733. Employment has declined steadily 
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since September 1952 and by September 1953 per annum employment numbered 
444, which includes 392 regular, 52 for liquidation work who will be separated 
during September and October. Sixty-three of the regular positions have been 
abolished and reduction by this number will occur by October 15, 1953. In addi- 
tion to the 444 per annum employees, there are 10 part-time (when actually 
employed) and 123 without compensation employees, a total of 577 employees. 


SPECIAL ACTIONS ON RECOMMENDATIONS OF THE COMMITTEE 


The Joint Committee on Defense Production, in its Second Annual Report 
issued in October of 1952, discussed the future outlook of the mobilization pro- 
gram. It stated in part: “As materials become more plentiful with the increas- 
ing success of the expansion program the mobilization agencies should continue 
to decontrol promptly and completely. So long as certain materials remain in 
short supply the military procurement program must continue to be protected 
by allocations and priorties. * * * The steel strike and the supply situation in 
copper and aluminum, with the requirements for a new and intensive stock- 
piling program, will require the continuance of the controlled materials plan 
well into 19538. However, DPA and NPA and the related agencies must soon 
return to the task they had undertaken prior to the steel strike—the planning 
of procedures looking to the removal of allocation controls from the civilian 
economy which are a part of CMP in its current phase. A key and essential 
part of that task both in planning and operations to accomplish the desired 
objective is to reduce to a minimum the governmental interference with the 
economic system without at the same time destroying any necessary degree of 
priority and allocation support for the military production program.” 

During and following the mid-1952 steel strike, NPA took a series of actions 
designed to redirect the flow of steel into essential defense programs with a 
minimum impact upon the civilian economy. These actions were responsible 
in large measure for the remarkably rapid recovery from the effects of the 
2-month work stoppage in the steel industry. Beginning in the third quarter 
of the following year, a number of relaxation and decontrol measures were 
issued. These resulted in increased supplies of materials for civilian industries 
and concomitant reduction in the scope of controls. They included a reduction 
of over 15,000 applications for controlled materials for manufacturers by means 
of substantial increases in self-authorization quantities, a gradual relaxation 
and subsequent elimination of inventory controls, and procedures for obtaining 
additional quantities of controlled materials without priorities assistance. 

On February 2, 1953, the President, in his state of the Union message, said: 
“TI believe also that material and product controls should be ended, except with 
respect to defense priorities and scarce and critical items essential for our 
defense. I shall recommend to the Congress that legislation be enacted to con- 
tinue authority for such remaining controls of this type as will be necessary 
after the expiration of the existing statute on June 30, 1953.” On March 23, 1953, 
the new rules for reaching this objective, known as the Defense Materials 
System, were issued. DMS was effective beginning with the third quarter of 
1953, and superseded the Controlled Materials Plan which had constituted the 
framework of the Government’s defense mobilization programs for the past 
2 years. 

DMS is designed to assure that Department of Defense and Atomic Energy 
Commission production and construction remain on schedule. The system pro- 
vides a mechanism which enables manufacturers and builders to place mandatory 
acceptance orders for the procurement of steel, copper, and aluminum, and other 
products and materials, needed to fulfill defense contracts. Production and 
construction, other than for defense purposes, are not subject to or restricted 
by the rules established under DMS. In other words, civilian manufacturers 
and builders obtain their materials in the open market, and without Government 
assistance. 

Under CMP, production and distribution of all steel, copper, and aluminum 
had been controlled not only for defense purposes, but also for the entire civilian 
economy. Under DMS, the Government, in line with its announced policy to 
eliminate nondefense controls as rapidly as possible, has stepped out of the 
civilian side of the materials control picture. 

A distinct shift in the scope of priorities and allocations powers became effec- 
tive at the beginning of fiscal year 1954. This resulted from enactment on 
June 30, 1953, of the Defense Production Act Amendments of 1953. The prin- 
cipal change that affected the operations of NPA was made in title I of the act, 
dealing with priorities and allocations. The broad authority that had been 
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granted to exercise these powers in the interest of the national defense was 
curtailed in the area of allocations in the civilian market. This limitation took 
the form of a new provision that the priorities and allocations powers shall 
not be used to control the general distribution of any material in the civilian 
market, except under certain special conditions 

The control system administered hy NPA subsequent to June 30, 1953, was 
in complete accord with the recommendations of the Joint Committee on Defense 
Production, the President's state of the Union message, and the stated objectives 
of the Congress contained in the Defense Production Act Amendment of 1953. 


BUREAU OF THE CENSUS 


1. The Bureau of the Census performed special statistical services and con- 
ducted surveys relating to the Defense Production Act for the following agencies: 
National Production Authority 
Defense Production Administration 
Production and Marketing Administration 
Muntions Board (Department of Defense) 
Defense Materials Procurement Agency 
Department of the Air Force 
Small Defense Plants Administration 

2. These activities were undertaken pursuant to section 189, title 15 of the 
United States Code, which authorizes the performance of services for other 
Iederal agencies by reimbursement or advance of funds from the requesting 
agencies, 

3. The services performed for the several agencies are summarized below by 
agency : 

National Production Authority.—The Industry and Business Divisions en- 
gaged in three types of statistical activities as collecting and compiling agent 
f the NPA. 

1) The Divisions have conducted surveys on the operations of specified 
groups of manufacturers and distributors. Some of these as in the case of 

urlap were one-time surveys to inventory and existing situation, but most, as 
in the case of the monthly steel, copper, aluminum, and plywood reports, were 
repetitive. The tables provided by the Census Bureau constituted the factual 
background for policy determination and operations of the NPA. During this 
period, 33 such surveys were conducted for NPA. 

(b) A number of surveys of the Industry Division published in the Facts for 
Industry series showing the current production and related data for important 
commodities have been modified to meet the specific administrative needs of 
NPA. These changes generally have taken the form of (1) increased commodity 
detail, (2) additional information about a commodity such as a breakdown of 
shipments as to defense rated or unrated, or (3) increased frequency. The 
Division has modified approximately 15 surveys, including those in such fields 
as lumber, pulp and paper, chemicals, and foundries, at the request of NPA. 

(c) Special tabulations and analyses have been made of NPA application 
forms. Applications of manufacturers for steel, copper, and aluminum under 
the controlled materials plan, covering through the fourth quarter of 1952, 
have been tabulated by the Industry Division for the guidance of NPA and 
DPA in determining how much of these materials was requested in total and 
hy class of product so that appropriate rates of allotment could be set. Special 
tabulations of these applications have also been used in establishing which ap- 
plications should go to field offices of NPA and which to Washington. 

Foreign Trade Division supplied tabulations on imports and exports of all 
merchandise which were required by the various divisions of NPA as an integral 
part of the supply picture. This Division also compiled a preliminary monthly 
report on imports of rubber for NPA. 

Defense Production Administration.—The Business Division of the Census 
Bureau conducted quarterly surveys of progress on facilities expansion for 
IPA. The Foreign Trade Division prepared a weekly report on imports of 
certain minerals and metals for this agency. 

Production and Marketing Administration.—The collection of manufacturers’ 
and dealers’ wool stocks data, on a quarterly basis, was made for the Produc- 
tion and Marketing Administration, United States Department of Agriculture 
through April 1 of this year. 
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Munitions Board (Department of Defense) and the Defense Materials Pro- 
curement Agency.—The Foreign Trade Division has compiled monthly reports 
on imports of certain metals for these two agencies. 

Department of the Air Force ’lans for two special tabulations, using the 
Manpower Occupations Card File which was derived from the 1950 Census of 
Population and sponsored by the Task Force on Resources and Requirements 
of the Office of Defense Mobilization Committee on Specialized Personnel, were 
developed. These tabulations are being sponsored by the Air Force and the 
results are to be used by the Bureau of Labor Statistics and the Bureau of 
Employment Security in connection with certain labor market and interindustry 
research work. 

Small Defense Plants Administration Che Small Defense Plants Administra- 
tion contracted for the preparation of a tabulation of companies classified by 
volume of manufacturing activity, based on the 1951 Annual Survey of Manu 
factures, 


4. The surveys and services provided for other agencies under the Defense 
Production Act utilize existing facilities and result in considerably smaller ex 
penditures of time and funds than if provided by newly created facilities. The 
Bureau of the Census is especially equipped to provid uch statistical services, 


with its field organization, special mailing iists, extensive machine tabulation 
facilities, and its technical and statistical stat 

5. The surveys are conducted by the Bureau of the Census in accordance with 
the specifications of the requesting agencies, and there e reflect their needs, 
They are primarily repetitive in nature, tabulations requested by the sponsoring 
agency having been generally provided regularly. 

6. See item 3 for work done for Small Defense Plants Administration. 

7. The readjustments necessary for the coming year under the current budget 
will result in modifications of regularly authorized activities. Compilation of 
business and industry statistics will be expanded in some fields and contracted 
in others in order to provide as comprehensive information as possible in line 
with the appropriations for the current year. Due to the reduction in the scope 
of the NPA, activity on defense surveys by the Bureau of the Census is being 
curtailed. Materials have been cataloged and filed for future use, NPA copies 





of incoming schedules have been forwarded, and work hus been completed on 
tabulations in progress at the end of June. Those su ys for which funds 
have been provided will be continued. The facilities and staff are capable of 


ready expansion to meet future emergencies. 


OFFICE OF FIELD SERVICE 


1. This Office, in addition to its regular field activities provided field req 
resentation for the National Production Authority, and defense services to the 
business public on a local basis. 

2. The authority for these defense activities is contained in Department Order 
No. 123, based upon Executive Order 10161, dated September 9, 1950, and 
Executive Order 10200, dated January 3, 1951. 

3. Three main kinds of activities were carried out: 

(a) Providing current information on orders, directives, and regulations, direct 
ussistance to businessmen on problems arising therefrom, aiding in expediting 
the delivery of materials and equipment to defense contractors and subcon 
tractors, and allocation of steel, copper and aluminum under the controlled 
materials plan and its successor, the defense materials system. 

(0) Administering the compliance program so as to achieve maximum com- 
plianece with existing regulations, with the least impact on legitimate business 
operations. 

(c) Cooperating in the field with other Government agencies having responsi- 
bilities under the Defense Production Act to attain as complete coordination as 
possible in matters of mutual interest. 

t+. The Field Service handled about 35 percent of the controlled materials 
plan applications at the peak period, with a minimum outlay of funds. 

®. With the elimination or relaxation of specific controls as the supply situa- 
tion improved, every effort was made to speed the reduction in the number of 
field offices, as well as personnel assigned to them. During fiscal year 1953 the 
number of field offices was reduced from 75 to 42, and the number of NPA em- 
ployees in such offices from 1,290 to 27. Still further reductions will be made 
as conditions permit. 
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As long as there is any necessity for the setting aside of defense materials in 
short supply, the field offices are expected to assist in such activities At 
present the need continues on a limited scale, 

6. Most of the Field Service’s activities have been in the area of small busi 


ness. This is particularly true of its activities under the controlled materials 
plan and defense materials system. 

7. The Office of Field Service has no special problems at the present time, 

8. The future objective is to continue and complete the part of the defense 
production program assigned to this office, to participate in the Department's 
mobilization readiness program, and to be prepared to carry on similar functions 


future emergencies. 


OFFICE OF UNDER SECRETARY FOR TRANSPORTATION 





1. The Under Secretary serves as principal adviser to the Secretary of Com 
e1 n all policy matters concerning transportation within the Department, 
and on all matters. concerning the transportation policies of the Government. 
In the former capacity, he exercises direction and supervision over all depart 
ental transportation activities to assure program consistency. This does not 
include economic regulatory functions, nor does it include operational functions 
the exception of the activities of the civil-aviation mobilization staff for 
which a separate report was submitted. As a planning function, for national 
emergencies, it does include mobilization of all forms of transport within the 
purview of the Department, and contemplates full cooperation with other govern 
I agencies having related jurisdiction, 
2. The Under Secretary for Transportation has been delegated, under Depart 
ent Order 128 and amendments thereto, the responsibility of the Secretary of 
Commerce under the Defense Production Act as amended, Executive Orders 


1O480 and 10219, including delegations thereunder, and the handling of tax 


ortization applications under section 124 (a) of the Internal Revenue Code, 


' 


with respect to air transportation, intercoastal, coastwise, and overseas shipping, 
including their use, and including any remaining claimancy functions concerning 
transportation programs of the Maritime Administration, Bureau of Public Roads, 
Civil Aeronautics Administration, and Civil Aeronautics Board. Under Depart 

ment Order 137, the Under Secretary for Transportation is responsible for fune 

tions of the Defense Air Transport Administration which has jurisdiction over 
the air war service pattern and certain other matters. 

Che Under Secretary for Transportation has redelegated most of these emer- 
gency functions to appropriate transportation agencies within the Department 
and, in the case of certain war air service functions, to the Chairman of the Civil 
Aeronautics Board through Department Order 1389. 

3. The Under Secretary for Transportation is Chairman of the Committee on 
Defense Transportation and Storage of the Office of Defense Mobilization. This 
committee, made up of representatives of Federal agencies having substantial 
nterest in transportation, considers the many problems incident to mobilizing 
the transport industry and advises the Director of Defense Mobilization on 
problems relating to defense transportation and storage. 

The Under Secretary is also Chairman of the Air Coordinating Committee 
Which is composed of representatives of Federal agencies interested in aviation. 
The committee is charged with the responsibility of coordinating Federal aviation 
policy and is developing a program to meet normal and emergency needs. 

4. During the past year the Under Secretary and his staff served on many 
emergency bodies which are now defunct. Among these, the Under Secretary 
served as member of the Mobilization Executive Staff and acted as adviser of 
the Director of Defense Mobilization. Representatives from the Office of the 
Under Secretary for Transportation served as members on the Defense Produc- 
tion Administration Requirements Committee and the Defense Production Ad- 
ninistration Program Adjustment Committee. These two committees were re- 
sponsible for allocation of strategic materials. The Office also provided mem- 
bership on approximately 20 National Production Authority division requirements 
committees. 

During the previous year, the Office of Transportation was abolished and in 
its place the Under Secretary now has a staff of personal advisers who are 
experts in the various fields of transportation. During the year, too, the Under 
Secretary’s authority was broadened to include the direction and supervision 
of the activities of the Maritime Administration, Bureau of Public Roads, Civil 
Aeronautics Administration, Weather Bureau, and Coast and Geodetic Survey. 
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Ss Proposed legislation pertaining to 1] 
and analyzed by this office with particular emphasis on the effect of this legisla 
tion on the national transportation system in meeting requirements of the 
fense program. 


CiviIt AERONAUTICS ADMINISTRATION 


1. MAJOR PROGRAMS OF CAA 





There were four major civil aviation programs conducted by the Civ Lert 
nautics Administration under ithority of the Defense Production Act during 
the period beginning July 1, 1952, and ending June 30, 1953 These progranis 
related to the allocation of materials required to support the manutacture, ¢ 
struction, and maintenance of (@) air-carrier aircraft, (0) nonair-carrier a 


craft, (c) civil airports, and (d@) Federal airways and supporting units. 


2. AUTHORITY FOR PROGRAMS 


Through June 30, 1953, the CAA programs were administered by the Office 
of Aviation Defense Requirements, which functioned under authority of CAA 
General Order 14 his order was based on Department Order 128, as amended 
and supplemented. Department Order 128 and its supplements stemmed from 
Executive Orders 10161, 10200, 10219, Defense Production Administration Order 1 
of May 24, 1951, NPA delegation of authority No. 14, as amended, and Revised 
CMP Regulation 6 (Construction). I addition, the CAA functioned under 
NPA delegation 6 and NPA Policy Memorandum No. 1 

Beginning July 1, 19538, after amendment of the Defense Production Act, the 
Defense Materials System became effective under which allotments of materials 





and the issuance of priorities ap} lied only to military and atomic-energy pl 


grams. Recognition had been granted by the Defense Department and NPA 
t 


to two of the major programs administered by CAA, namely—Air Carrier Air- 
craft and Federal Airways and supporting units—as being closely connected 
With the defense eifort. Pursuant to this recognition, authorization had been 
received from NPA permitting use of military-allotment symbols and priority 
rating symbols for these programs. In light of this, the Office of Defense Mo- 


bilization has designated CAA as an alloting agency under the Defense Materials 
System with respect to both of the programs indicated above and has extended 
this authority to certain areas of the civil-airports program which had not 
previously been acknowledged as being a military or direct defense-connected 
program. 


3. SUMMARY OF PROGRAMS 


The following factual summaries of each of the four CAA programs and the 
effectiveness of each of these programs are limited to operations beginning July 
1, 1952, and ending June 30, 1953. Changes resulting from the amendment of the 
Defense Production Act and the establishment of the Defense Materials System 
will be discussed in a subparagraph which also treats the current need for each 
of the four programs: 


A. Air carrier aircraft 
This program consisted of two parts. The first part dealt with the establishing 


of production schedules for the manufacture of civil air carrier aircraft and 
the second part dealt with the maintenance, repair, and operating supplies for 
air carrier aircraft. 

With respect to the first part, the CAA, acting as the coordinating agency for 
the Air Coordinating Committee, prepared and submitted requirements, at 
quarterly intervals, for new civil aircraft for both United States and foreign 
carriers to ACC. ACC considered these schedules based on aircraft units and, 
if appropriate, approved them. They were then forwarded to DPA to be used 
as a basis for approving controlled material allotments to implement the sched 
uled production. This involved the cooperative action with the various claimant 
agencies submitting requirements to ACC such as the CAB, Canadian Division 
of NPA, OIT, and MSA. In addition, the CAA provided estimates of materials 
needed for manufacture of carrier aircraft and participated with the Aircraft 
Division of NPA in the presentation of these requirements to DPA. 

With respect to the second part which concerned the maintenance, repair, and 
operating supplies for aircraft operated by both domestic and foreign air carriers, 
the CAA in exercising its claimant agency responsibilities— 
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(1) Presented requirements for allotments of controlled materials to 
DPA. ; 
(2) Obtained priority ratings which provided priority assistance to air 
carriers equivalent to that made available to military organizations. 
The CAA administered the granting of allotments and priority ratings to 
United States carriers and exercised control of allotments and priorities for 
foreign air carriers through coordination with OIT and MSA. 


An additional program supplementing the second part of this program was 
carried on to assist United States air carriers in cases of emergency to obtain 
spare parts, including engines and propellers, through the Air Force. This pro- 
gram, known as the emergency repair parts program, was brought about by 





agreement with the Under Secretary of the Air Force and the Administrator 
of Civil Aeronautics to meet the United States air carrier operators’ needs either 
by diversion from an Air Force (Navy) procurement source, by outright sale 
by the Air Force (Navy), or by sale conditioned on return of repairable parts 
to the Air Force. 

(1) Lffectiveness of program.—With respect to the production program for 
new aircraft, approval was granted for the production of 404 air carrier air- 
craft for the period July 1, 1953, through June 30, 1955. Under previous approval, 
about 214 carrier aircraft were produced and delivered to United States and 
foreign air carriers from July 1952 through June 1953. 

With respect to maintenance, repair, and operating supplies for air carrier 
aircraft, an adequate allotment of controlled materials to meet the needs of 
approximately 78 domestic and 65 foreign carriers was made and DO ratings to 
the extent of approximately $60 million each quarter were made available during 
the last fiscal year. In addition, the Office of Aviation Defense Requirements, 
based upon applications received from air carriers, had obtained many items 
of spare parts, including complete engines, through the Air Force for the 
cil in carriers under the emergency spare parts program, 

Spot priority assistance was obtained from NPA for production machinery 
and spare parts and rescheduling action was obtained from the Aircraft Produc- 
tion Resources Agency where normal procedures failed to obtain deliveries 
required to avoid grounding of aircraft. 

(2) Current need for program.—Prior to July 1, 1953, the Department of 
Defense, the National Production Authority and the Defense Production Admin- 
istration had recognized that the air carrier program was so closely connected 
with the defense effort that military allotment symbols and priority ratings 
were authorized. When the Defense Production Act was amended and the de- 
fense materials system became effective after July 1, 1953, the direct defense 
connection received continued recognition. As a result, schedules for the pro- 
duction of new aircraft, prepared by CAA and approved by ACC, are submitted 
to the Department of Defense in order that materials may be made available 
and production of these aircraft may be integrated with military production. 
With respect to the maintenance, repair, and operating requirements of the air 
earriers, allotments of controlled materials and priority ratings were made 
available to CAA by the Department of Defense. It is considered that this 
program must be continued so long as it is deemed necessary to maintain con- 
trols for military production. 

B. Nonair carrier aircraft 

The CAA collected aircraft requirements in terms of aircraft units for defense 
supporting civil activities such as executive, agricultural, and industrial flying. 
These requirements were submitted to ACC for approval. The ACC-approved 
program was then submitted to DPA for its authorization of materials and 
priority ratings. As in the case of carriers, the CAA provided estimates of 
materials needed for the manufacture of nonair carrier aircraft and participated 
with the Aircraft Division of NPA in the presentation of these requirements to 
DPA. 

(1) Effectiveness of program.—As a result of the sponsorship of the CAA, 
a production program was approved which reasonably insured the availability 
of materials for the manufacture of 5,298 aircraft in 1954 and 5,082 in 1955, thus 
contributing to the stability of aircraft production output which is so important 
to the continuation of essential nonair carrier civil aviation. 

(2) Current need for program.—During the period of CMP and prior to the 
establishment of the defense materials system beginning July 1, 1953, higher 
authority had recognized that the production of civil nonecarrier type aircraft 
was essential for defense. However, it was considered by control agencies of 
higher authority that, with the advent of open-end type of controls and the 
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easing of material shortages, this program should not receive the same priority 
assistance accorded the air carrier program. While the CAA repeatedly had 
demonstrated the importance of the continued production levels of these aircraft, 
it became apparent that the authorization for the use of military symbols and 
priorities would not be granted in light of the improving supply situation. 
However, the CAA will continue to prepare requirements data for submission 
to the Department of Defense so that mobilization planning will take into 
account this important segment of the aircraft industry. In addition, wherever 
any critical shortage may affect the production of such aircraft, the CAA will 
continue to present claims for priority assistance to the Defense Department in 
light of the essentiality to the defense effort. 
C. Civil airports 

The CAA collected requirements from project owners, presented such require- 
ments to DPA, and received program determinations from DPA. Authorizations 
to commence construction together with allotments and priorities were issued 
to airport owners after appropriate screening in light of defense and civil needs. 

(1) Effectiveness of program After careful sereening of applications for 
authorization to commence construction, the Office of Aviation Defense Reguire- 
ments, during the fiscal year 1953, issued 184 civil airport construction authori 
zations. Of this number, 59 authorizations were for new projects while 125 
covered increased amounts for projects previously authorized or rescheduled 
The CAA has handled the entire construction program for Civil Airports, thus 
relieving the NPA Construction Division of many technical problems pertaining 
to airport construction. 

(2) Current need for program As in the ease of the nonearrier aircraft 
program, it was determined by higher authority that under DMS, the construc- 


tion of civil airports would not be deemed to be directly connected with defense 

















or with military pr For this reason after July 1, 1953, no allotments 
or priorities were ma lable for this type of constructio However, it was 
recognized by CAA here were certain air iavigati m facilities nstalled 
at civil airports by State, municip or other local governments and by private 
organizations which were an integral part of the air navigation facilities of 
the United States Since the air navigation fac es installed by CAA were 
considered to be essential to the military for their operations and for the overall 


defense effort, military symbols and priority ratings had been authorized for 
the use by the CAA in its procurement of materials and equ 
authority was extended to cover installation of air navigation facili 


where such installation is determined to be an integral part of the air naviga- 
tion system. It is considered that mate sand ] rity ratings equivalent to 
those used by the military agencies should continue to be made available in 
this area as long as such priority assistance is continued. 
D. Federal airways 

The Office of Aviation Defense Requirements ad! stered the collection of 
requirements submitted by the various segments of CAA for the establishment 
and maintenance of the Federal airways syste as well as the Air Navigation 
Development Board and Aeronautical Radio, Inec., and presented such require- 
ments to DPA for issuance of m determinations. The budgeting of allot- 
ments including accounting c nd the issuance of priority authority to 





the various segments of the C he Federal airways system were carried 


out by the Office of Aviation Defense Requirements. 

In January 1953 the National Production Authority, after receiving an endorse- 
ment from the Munitions Board, Department of Defense, authorized the Civil 
Aeronautics Administration to apply military allotment symbols and priority 
ratings to contracts and purchases of the CAA in connection with the Federal 
airways program and supporting units. This action was based upon the recog- 
nition by the Department of Defense and NPA that the Federal airways system 
of air navigation facilities was vital to military operations and directly con- 
nected with the defense effort. 

(1) Effectiveness of program.—Based upon allotments received from the 
Defense Production Administration, the Office of Aviation Defense Requirements 
made available allotments of controlled materials for the establishment of new 
air navigation facilities and also for maintenance purposes in amounts necessary 
to carry on the air navigation facilities program of the CAA. ‘The use of 
military allotment symbols and priority ratings for equipment and supplies 
permitted continuation of this program without serious delay. 
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(2) Current need for program The air navigation facilities installed by the 
CAA require the use of high precision electronic equipment and other related 
materials. When the defense materials system became effective on July 1, 1955, 
it was considered by the CAA and other agencies of higher authority that due 
to the elose connection with defense, this program should continue to receive 
priority and materials ratings equivalent to those accorded military programs. 
It is felt that so long as controls applicable to military purchases are continued, 
this program should be afforded equal status with military procurement. 
/ Viscellaneous 

In addition to the four basic programs described above, the Office of Aviation 
Defense Requirements performed other miscellaneous duties in connection with 
our responsibilities as claimant agency in the civil aviation program area. These 
duties cluded the establishment of requirements for civil aviation grade 
oline and the submittal of these requirements to the Petroleam Administration 
for Defense for their planning purposes. Continuing liaison was effected with 





is 


this activity in order to assure that adequate supplies of aviation grade gasoline 
were programed; assurances. were obtained that sufficient aviation gasoline 

uld be available for civilian purposes. This is a continuing program which 
will remain necessary until such time as adequate production facilities for 
aviation gasoline become available 

Other miscellaneous accomplishments included the establishment of require- 
ments for various chemicals which had been in short supply and a monitoring of 
the administration of these programs to assure that civil aviation users of these 
chemicals received quantities essential to them 

In connection with all the above programs, the Office of Aviation Defense 
Requirements acted as the liaison agency within the CAA for contact with other 
defense agencies such as NPA and the Defense Department when necessary to 
btain special materials and priorities for claimants. 


4. PROGRAMS IN RELATION TO SMALL BUSINESS 


Except for some of the large air carriers, aircraft manufacturers, and elec 


tronic manufacturers, the claimant agency function performed by the CAA under 
the Defense Production Act affected a multitude of small-business enterprises 
hich had received equal treatment and had been provided with assistance and 








encouragement in the construction of airports, manufacture of electronic equip- 
ment and aireraft and parts. Had it not been for the continued production of 
nonair carrier aircraft, many small manufacturers, distributors, and fixed-base 
operators Wo ild have been forced out of business for lack of proaucts to sell as 
well as lack of spare parts to maintain existing equipment. 

It should be noted that municipalities and other local governments operating 
airpor many of which were small, had been materially assisted by the CAA 

port program, 
5. FUTURE OBJECTIVES 


One objective of the Office of Aviation Defense Requiremer ts is to establish 
basic requirements in the event of various mobilization conditions. As repre- 
entative of civil aviation, the CAA has heen requested by the Office of Defense 
M tion to participate in the mobilization base survey which is a mobilization 
pla program initiated by that agency. Preliminary data have been sub- 
mitted and continuing studies will be made in accordance with the schedule 


established by ODM. 

Che continuance of the air carrier aircraft and air navigation facilities pro- 
rY s under the defense materials system will be carried out in accordance 
vith the regulations and in light of existing conditions. The procedures and 
necessary organization will be maintained as long as controls exist in order to 


administer these programs and also so that in the event of partial or full 


ition, expansion of this activity may take place with a minimum of delay. 
6. CHANGES IN ORGANIZATION 


There were no significant changes in organization resulting from reorganiza- 
tion plar However, in February 1953 in anticipation of the changes in the 
Defense Production Act or regulations issued thereunder, plans were made for 
the reducing of personnel in the Office of Aviation Defense Requirements. At 
the | nning of fiscal year 1953, there were 25 persons in the Office of Aviation 
I tequirements. By February, this number had been reduced to 23, and 
pursuant to the proposal for future reductions in light of existing conditions, the 
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complement was finally reduced to 9 persons by the end of fiscal year 1953. This 
staff of 9 is the minimum necessary to properly administer the present programs 
and also to serve as a standby organization capable of rapid expansion in the 
event of partial or full mobilization. 


OFFICE OF INTERNATIONAL TRADI 


1. The Office of International Trade had three main programs under the De- 
fense Production Act during the year: Full mobilization export program, 
claimancy for export requirements for materials in short supply, and priority 
assistance. In addition, the Office of International Trade has the responsibility 
for export control as authorized by the Export Control Act of 1949. The Office 
of International Trade activities under this act are set forth in regular quarterly 
reports to Congress and are not covered in this statement. 

2. The authority for the Office of International Trade programs under the 
Defense Production Act is contained in Defense Mobilization Order No. 25, 
National Production Authority Orders M-46—A, M-78, and M-—79, and Defense 
Production Administration Order No. 1, which were issued under authority of 
the Defense Production Act. 

3, 4, and 5— 


A. Full mobilization « rport program 


Defense Mobilization Order No. 23 states that the “United States mobilization 
base programing shall take account of full mobilization base planning of other 
countries of the free world in a manner that will result in the maximum col- 
lective strength of the entire free world.” Mobilization base is defined, in the 
order, to include export requirements in event of a full-scale war. 

The Office of International Trade, in cooperation with the Mutual Security 
Administration (Foreign Operations Administration), has prepared a prelimi- 
nary program of the full mobilization requirements for a 38-year period on 
the United States by friendly countries. Recognition was given to the fact 
that under full mobilization the United States will require vital raw materials 
which are available in part or in some instances in total from foreign countries. 
In order to secure these materials the United States will have to export certain 
materials and items to facilitate raw material production abroad. In addition, 
friendly foreign countries will require from the United States certain materials 
and items to produce goods at home which are integral parts of agreed mutual 
defense programs. 

The full mobilization export program prepared by the Office of International 
Trade and the Mutual Security Administration will be consolidated by the Office 
of Defense Mobilization with the balance of the full mobilization programs to 
determine those industries for which the domestic production facilities are 
inadequate. At this stage, which will be in the 1954 fiscal year, the Office of 
International Trade will have the responsibility of preparing full mobilization 
export requirements in more specific detail by type of item, In addition, more 
detailed information will have to be prepared on availability of essential ma- 
terials from foreign sources of supply. 

In order to prepare a detailed export program under full mobilization, it will 
be necessary to analyze very carefully during the coming year world resources— 


industrial resources as well as natural resources—and the requirements of the 











foreign countries against these resources, taking into « ideration exchange 
availability, necessary economic development, maintenace of essential foreign 
economies, possible loss of productive capacity and territory due to enemy action. 


This analysis will not only have to be done country by country for major areas 
but also on a regional basis. Possible loss from military action can alter the 
foreign requirements on the United States significantly. In mobilization planning, 
full consideration must be given to such possibilities 


The foreign program under full mobilization is a very vital part of the mobiliza- 
tion base planning, due to our reliance upon foreign re irces and our joint plan- 


ning for defense with friendly foreign countries. 
B. Claimancy for « rport reauirements for materials in short upply 


Under Defense Production Administration Order No. 1, the Office of Inter- 


national Trade has the responsibility of preparing and presenting the export 
requirements with respect to all exports not assigned elsewhere in the order, This 
work involved the gathering of requirements data from abroad and from domestic 






sources ; analysis of assembled data; preparation of narrative justifications; and 
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presentation of the screened requiremen to the National Production Authority 


of the export allocations 





During the year, the claimancy work covered mainly controlled materials, non 











fer? ‘ and certain chemicals. By the end of the year the domestic supply 

tu Ss improved to the ext t that export allocations under the Defense Pro 
duction Act were practically eliminated. However, under the Export Control Act 
of 1949, as amended, the Office of International Trade continues to have certain 
respo iilities to protect the domestic supply against excessive demands from 
f ountrie In tl ( nection, the Secretary of Commerce maintains an 
Interagency Advisory Committee on Export Policy, which ineludes representatives 
from NPA and ODM (formerly DPA), to determine those items which should be 
under export control for supply reasons. In addition, under the Export Control 
Act, the Office of International Trade administers extensive export control for 
set rl reasons 

In carrying out the claimancecy responsibility, the Office of International Trade 
coop ed with the Mutual Security Agency which had parallel responsibility 

r certain areas, and the State Department which has political interests 

I eneral, friendly foreign countries received sufficient materials from the 
United States d ng the vear to carry out mutual defense programs, to maintain 
their basic economies, and to provide for continued essential economic develop- 
me} 
( } f ‘ isftance 

I ! he year, procurement assistance for foreign programs continued as in 
the previous year; however, as supply conditions improved during the year, the 
need for supply assistance for export de ined Unc the National Production 
Authority M-—79, manufacturers of maintenance, repair, and operating supplies 
were required to make available for export a portion of their productior This 
Ol ired availability to foreign users of United States-produced maintenance, 
repa nd operating supplies for American-made machinery This was neces 
Sil as new machinery was not always available when required. Order M-—79 
WV evoked, effective July 1, 1953, due to increased availability of supplie 

Dive ntenam repair, and operating supplies of foreign mining operations 
were vered by NPA Order M-78 which provided for priority assistance for 
certain foreign mines, the production of which had been designated as vital to our 
mutu defense programs In the case of foreign petroleum operations, NPA 
Order M—46-—A provided supply assistance Due to the general easing in supply 
1 ons, these two orders were revoked effective May 25, 1953, and July 1, 1953, 
r'¢ velyv. 

Export supply assistance was also provided for major project operations 


abroad for production of strategic materials to be shipped to the United States 





or friendly foreign countries or for maintenance or development of basic for 
eign economies. This type of assistance included power stations in Brazil, poly 
vinyl chloride plant in Brazil, equipment for construction of the Saudi Arabian 
I oad, a paper mill in Israel, a fat-splitting plant for Japan, expansion of 


ordnance facilities in’ Mexico, machine tools for an Indian aircraft factory, 
electrical equipment for a paper mill in Finland, ete. 

Under delegation of authority from the Civil Aeronautics Administration, the 
Office of International Trade approved for priority assistance during the year 
$3 million per quarter for foreign commercial aircraft maintenance, repair, 
and operating supplies. In addition as of the end of the 1953 fiscal year, 66 new 
irline-type aircraft valued at $56 million were scheduled for production for 
export 


In addition, friendly foreign countries also could apply for spot assistance for 
materials or equipment needed for essential use. This type of assistance, except 
for direct military end use, was discontinued on June 30, 1 due to avail- 
ability of materials. During the year, 698 applications out of nearly 1,250 re- 
ceived were sent to NPA for consideration. This compares with 3,000 requests 
which were processed by OIT and sent to NPA during the year which ended 
June 30, 1952 

In cooperation with the Defense Production Administration and other inter- 






ested agencies, and in anticipation of the time when domestic supply assistance 
would be confined to commodities for military use only, the Office of Inter- 
national Trade developed during the first quarter of the fiscal year a priority 
assistance program for direct defense needs in friendly foreign countries. The 
symbol C—6 is used to denote this type of priority. 

6. In all three major fields of defense activity, the Office of International 
Trade made provision for both large and small business needs. Allowance for 


mm, 
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newcomers in the field, which has been the practice throughout, is especially 
helpful to small business. 

7. In view of the special interest shown by the Joint Committee on Defense 
Production in the export of strategic materials the Office of International Trade 
in the past year has continued to develop and refine its security controls designed 
to assure that materials and equipment produced in the free world are not made 
available to build up the war potential of the Soviet bloc. Vigorous measures 
have been taken to insure that scarce materials and equipment licenses for 
exports are actually used for the purpose and in the country to which they have 
been licensed. ‘Through continuous analysis of the devious channels of inter 
national trade, reexport, and transshipment—through increasing its “destination 
control” as to the final end use of materials exported from the United States— 
through the pervasive activities of its enforcement staff, the Office of Inter- 
national Trade has further increased the effectiveness of its strategic controls. 

8. In view of the generally improving supply situation the major problems now 
confronting the Office of International Trade are those of maintaining adequate 
claimancy and supply assistance programs for those commodities and finished 
products for which supplies remain inadequate. The problem of assuring that 
export needs are properly considered as domestic restrictions are relaxed also 
remains to be solved. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION 
AUTHORITY 


Section 101 of the Defense Production Act authorizes the President to allo- 


cate facilities as he deems necessary to promote the national defense. In Ex- 
ecutive Order 10219, this function for civil aviation was delegated to the Secre- 
tary of Commerce, who in turn delegated it to the Defense Air Transportation 
Administration. DATA’s duties include: 

1. Assemble and analyze data on the requirements of civil air trans- 
portation and of the Department of Defense for aircraft of the types used 
by civil air carriers. 

2. Formulate plans and programs and initiate action to meet these re- 
quirements, including the transfer or assignment of aircraft of civil air 
carriers to the Department of Defense when required for such needs of 
the Armed Forces as are approved by the Director of ODM 

3. Consult with the chairman of the CAB on the redistribution of remain- 


ing aircraft among civil air carriers to assure the maintenance of essential 





civil routes and services 
4. Schedule the movement of traffic and administer priorities for civil 
air-carrier transportation 

Section 302 of the Defense Production Act authorizes the President to make 
loans for the expansion of capacity by private enterprises where such expan 
sion is essential for the national defense Executive Order 10281 delegated 
this function to the RFC, subject to the requirement that “essentiality”’ be 
determined by the Defense Production Administration; DPA Delegation 1 as 
amended November 3, 1951, gave the function to the Secretary of Commerce 
for making recommendations as to the defense essentiality of air-transportation 
facilities, which was, in turn, delegated to DATA. 

Two other types of activities, not under the Defense Production Act authority 
but very closely related to the national-defense program, are also included in 
this report. One is the program for accelerated tax amortization of air-trans 
portation facilities under section 124A of the Internal Revenue Code; Executive 
Order 10200 delegated the certifying authority to DPA which in DPA Delega 
tion 1 designated the Secretary of Commerce to make recommendations for 
necessity certificates, who delegated the function to DATA. The other progra 
is aviation war-risk insurance; Public Law 47 of the S2d Congress, as title 
XIII of the Civil Aeronautics Act of 1938, as amended, gave this responsibility 
to the Secretary of Commerce who delegated it to DATA. 








Small business 

Small business is included and given equal treatment in all our programs. 
These programs are concerned with the entire air-transportation industry, 
including large and small certificated carriers, noncertificated carriers, and 
corporate and private aircraft. Representatives of all air carriers are con- 
sulted and are designated members of advisory committees if their aircraft 
and services are included in these programs. 
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tllocation of aircraft 

Aircraft have been allocated between military support and commercial war 
supportil uses Approximately 300 four-engined long-range aircraft, repre 
senting about 60 percent of the air carriers’ four-engined capacity and about 
iW percent of their total « pacity have been allocated to CRAF Periodic 
revit ire required by changes in military war plans and by changes in the 
invel ry of : ible civil aircraft The initial allocation was for 331 air- 
craft e next was f 7 aircraft with the same capacity; the next one will 
( rise about 307 aircraft with a slightly higher capacity; the relative contri 
I ons air carriers are made after reviewing recommendations of an 

dustry allo ons advisory committee on which all affected carriers are 


| to operate in direc ipport of MATS mi iry operations on 4s 
hour notice, the CRAF is being modified Detailed plans have been developed 
by t ilitary, the carriers, and DATA, requiring additional weight of less 
th 4) pounds during peacetime with the ability to accept the immediate 
in tion of military equ ent of over 1,000 pounds in tilue of wat Over 
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Authority has been delegated to the Chairman of the Civil Aeronautics Board 
to reallocate aircraft between civil operators for the most effective use of air 
transpo 1 fe n mal defer purposes Iie is to consult with DATA 
a DATA is to coordina ill civil aircraft actio ill Government agencies 
The CAB has dt I ip an in il plan, and is considering revisions proposed 
by the carriers and DATA 

A for of multicarrier ce ract should also be drawn up and signed, based 
largely on the considerati« in the Air Force-carrier contracts, for the ready 
transfer between carriers of airlift capacity without disruption of manpower, 
maintenance finance, or efficiency of continued civil air transportation 
Air priorit 

[ er a written agreement between the Secretaries of Commerce and De- 
fense, an Air Priorities Board has been established, with the Administrator of 
DATA representing the Secretar of Commerce This Board has been created 


to determine policies required for the operation of a single worldwide air prior- 


ties system controlling traffic on military and civil transport-type aireraft in 


\ rking group of the Air Priorities Board has drafted a manual for the 
oper tion of t I} 


his svstem i 
review by the Joint Chiefs of Staff, are concluding an agreement for the adminis- 


e Departments of Commerce and Defense, after 
tration of the system. 

An interim organization has been established among domestic airlines to 
administer the air-priorities system pending the creation of the standby Depart- 
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ment of Defense organization, in order that under emergency conditio the 


most essential and urgent traffic, military, and civil and civil defense, will move 
first. 


Accelerated tax amortization 


or aircraft and related spares, DATA has processed applications covering 


B 
7 transport aircraft and related spare parts in the amount of $402 million 


37 
recommending that certificates of necessity authorizing accelerated tax amorti 
zation to the extent of $389 million at SO percent. All aircraft were under an 
ODM-approved goal 


For hangars and overhaul and maintenance shops at major terminal 





irports 





in direct support of aircraft in the goal and other essential ground facilities, 
DATA has processed 20 applications in the amount of $15 million, recommend 
ing that certificates be granted to the extent of $15 million, generally at 60 


percent. 
Defense loans 


DATA has recommended approval of two cases totaling $1 million seven 
cases amounting to $9 n on were either withdrawn, closed under DIVA pro 


cedures, granted by RFC under other authority, or denied. 


Aviation war risk insurance 





DATA has completed the preparation of basic docume $ cessary to imple 
ment an aviation War-risk insuran program, La ling aviation unde riting 
agency agreements, binders, ilsurance } icies, and general orders, after receiv 
ing advice from an industry ; sroup r} ecretary of C« ree d 
the President have found that | Opl hsurance S ollie Se l Lilable 
No appropriation has been made for eV ing fund i lement this p 
gram, although methods are | ¢ studied to make coverage available imm«e 


ately upon the outbreak of full-scale war. 


Civil defense 





DATA has been worki he Fede Ci Defer Administration and 
industry representatives in planning the use « both airline and nonairline 
aircraft in the event of a civil defense emergen The use of air-carrier 
planes will be obtained through the air priorities system, with FCDA acting as 
a claimant. Planning is under way for the use of approximately 600 c¢o1 
porate and privately owned aircraft of transport type which may be directed 
through the airline conimunica ns networks an e air priorities | 


system. 


1. Program 





The Board screens industrial resources, identifying the critical facilities which 
are vital to defense mobilization, war prod ion, and an essential civilian 
economy. The proportionately few industrial facilities thus identified are 
assigned ratings to expre their relative portan o each othe The l 
reports its ratings and pertinent detail to appropriate Federal agencies 
in their relationships with industry, and with Federal, State, and local govern- 
ment agencies, have program and action responsibilities for strengthening, main- 
taining, or protecting essential defense production facilities. The Board's 
findings are applicable to such matters as physical plant protection; reduction of 





vulnerability through (a) reduction of geographical and productive concentra- 
tions, (0) stockpiling, (c) production expansion, and (d) other means; civil- 
defense activities; continuity of industrial operation during attack; postattack 
recuperation and restoration of industry; countersubversive activities; and to 


matters of priorities, allocations, manpower, and finance 


2. Legal authority 

(a) Executive Order 10421. National Security Act of 1947, as amended; De- 
fense Production Act of 1950, as amended (Executive Order 10480) provide 
basic authority for the activities of the Industry Evaluation Board. Executive 
Order 10421 supersedes a Presidential directive issued January 6, 1951. Execu- 
tive Order 10438 dated March 13, 1952, transfers the functions vested in the 
National Security Resources Board by Executive Order 10421 to the Director of 
Defense Mobilization. 

(b) Department of Commerce Order No. 129 (amended), effective January 21, 
1953. 
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Cooperation with other agencies 

(a) The Industry Evaluation Board is composed of representatives of the 
Departments of Commerce, Defense, and Interior; the Atomic Energy Com 
mission; Federal Civil Defense Administration; and the Office of Defense 
Mobilization. 

(b) The Board must depend upon the cooperation of specialized Federal 
agencies to provide it with both data and technical advice. Hence, Executive 
Order 10421 directs that “to the extent necessary for the performance of functions 
(of the Industry Evaluation Board) Federal agencies which have, or can best 
obtain, data on plant locations, plant capacities, production, service industries, 
technical processes, and production requirements, and other similar information 
shall make available to the Seeretary of Commerce such data and information.” 
In general, the Board with its staff has enjoyed the finest cooperation with 
specialized agencies in its consideration of various industries. Government 
experts have frequently appeared before the Board to answer technical questions 
during its deliberations. Where useful, this cooperation includes the establish- 
ment of interagency task committees composed of experts on specific industries, 
The interagency task committee procedure has been used especially in the identi- 
fication and rating of facilities and installations essential to such nonmanufac- 
turing services as electric power, railroads, and communications, 

(c) Under Executive Orders 10421 and 104388, the Director of Defense Mobil- 
ization shall “make available, or cause to be made available, to Federal agencies 
such of the information developed in carrying out (the functions of the Industry 
Evaluation Board) as the Director deems to be needed by those agencies in 
connection with the physical security of facilities or other aspects of the mainte- 
nance of production.” Through the Director of the Office of Defense Mobiliza- 
tion the Board furnishes Federal agencies with information on a need-to-know 
basis in connection with matters such as those described in paragraph 1 above. 
From time to time the Board or its staff provide special assemblies of findings 
to supply specific needs of Federal agencies. These services have been provided 
in response to a number of requests made by other agencies. 


,. Effectiveness of the program 

As an efficiency and economy measure, and to avoid duplication of efforts, 
the Office of Defense Mobilization has notified delegate agencies that for 
facility-security purposes and related programs “IEB provides the one authorita- 
tive source in the executive branch of Government for the identification of es- 
sential products, services, and facilities.” Thus, IEB security ratings, classified 
“Security Information Secret” are recognized as standard throughout Govern- 
ment. Dissemination of IEB industrial security information is made to the fol- 
lowing Agencies: Department of Defense, Atomic Energy Commission, Air 
Targets Division (DI/USAF-ONI), Department of the Interior, Federal Civil 
Defense Administration, National Security Council, Office of Defense Mobiliza- 
tion (three offices), National Production Authority, Federal Bureau of In- 
vestigation, and Mutual Security Agency (now Foreign Operations Administra- 
tion). 

The raw material which the IEB staff must screen in order for the Board to 
establish security ratings of facilities comprises the entire production economy 
of the United States. The Board has developed sets of criteria for identifying 
essential products and critical facilities. These criteria automatically reject 
many hundreds of products, a large number of service industries, and con- 
sequently thousands of facilities concerned in the production of these. The 
sjoard has already completed its first identification and rating of essential 
products and critical facilities within major portions of a number of broad 
ndustries such as petroleum, chemicals, plastics, natural and synthetic fibers, 
rubber, pharmaceuticals, machine tools, abrasives, construction equipment, elec- 
tric-power-producing equipment, railroad equipment, electrical equipment, elee- 
tronies, aircraft, technical and scientific instruments and parts, various machin- 
ery and equipment industries, and basic metals, minerals, and materials. Within 
the nonmanufacturing field, the following industries are being, or have been, 
surveyed: All class I electric utility systems or pools; petroleum pipelines, gas- 
transmission pipelines; class I railroads; primary highway systems; inland 
waterways; other forms of transportation; and all types of telecommunication. 
5. Current need of the program 

Officials of the Office of Defense Mobilization, Federal Civil Defense Admin- 
istration, and other agencies participating in the Government's nonmilitary 
defense program have frequently referred to the Industry Evaluation Board as 





wy 
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being basic to their respective responsibilities toward the nonmilitary defense 
program. It has also been stated that if the IEB security ratings were not 
available, identification of facilities vital to defense mobilization would have to 
be made independently in a number of agencies associated with nonmilitar) 
defense. Not only would such duplication be costly, but the results would in 
ali likelihood contain inconsistencies detrimental to a unified program. Indeed, 
it has been stated that the development of the nonmilitary defense progran 
could be accelerated if the Board, through an adequate staff and sufficient funds 
for contracting special jobs with other Federal agencies, could issue its ratings 
at a faster pace. 


6. Small business 
IEB analyses clearly display the distribution of national capacity for the 

production of essential products, thu . 

planning production-expansion prog 


Therefore, small business may be 


assisting those fficials responsible for 








ms, procurement, and related activities 


“1 by decisions based on IEB findings 





7. Action taken as a result of recommendations or suggestions of the Joint Com 
mittee on Defense Production 
No recommendations or suggestions have been received from the joint 
committee 
8. Major pre blems 
the Department of Comme! and to allow the « tracting for services with 


agencies, of specialized competence, outside of the Department 


To receive financing to provide adequate staff services to the Board within 


9. Future objectives 


At the urgent request of the Office of Defense Mob ation, it is the objective 
of the Depa tinent to have the Industry Ivaluatic board con plete a first su 
vey of American industry by June Lo s the ratings assigned by the 
Board must be kept current, a second ol tive is to review ratings on an annua 
basis, or oftener, in order to reflect important changes in industry resulting from 
the erection of new producing facilities, changes In m tary requirements, scien 
tific and technological changes, and the beginning of full-scale productic oO 


products and components previously in a developmental stage. 


OFFICE OF INDUSTRY AND COMMERCI 


1. The only activity of the Office of Industry and Commerce carried ou 
under the Defense Production Act during the period of this report is the nation 
industrial dispersion program, administered by the Area Development Division 
in addition to that Division’s normal activities 

2. The initiation of this effort stems from the President’s directive of 
10, 1951, to the heads of executive lepartments and a 





Commerce Order No. 18 (amended), June 1, 1950, provides the authority for this 
program in the form of a general delegation to the Director of the Office of In 
dustry and Commerce to carry out area development programs 

3 and 4. With the release of the Industrial Dispersion Guidebook for Commu 
nities, the 67 communities which had organized task forces as of July 1, 1952, 
began to prepare their dispersion reports. This soon created a peak workload 
on the dispersion staff in the form of (1) reviewing completed industrial dis 
persion reports; (2) giving technical assistance in the field where needed; (3) 
preparing technical releases to supplement the guidebook ; (4) preparing progress 
reports; (5) preparing informational memoranda; (6) maintaining a central 
file of approved dispersion reports; and (7) cooperating or collaborating with 
other agencies participating in the program. 

(aj) Reviewing completed industrial dispersion reports —At the beginning of 
fiscal year 1953, the San Francisco task force was the only group which had 
completed its report and had it reviewed and certified by the Area Development 
Division with the corroboration of the Defense Production Administration. As 
of September 1, 1953, 41 reports had been reviewed and certified. These reports 
are now being used by the Office of Defense Mobilization in the processing of 
certificates of necessity. As each report is approved, a letter of certification is 
sent to the local industrial dispersion group concerned. 

(b) Technical assistance.—Special technical assistance has been rendered at 
one time or another by the Area Development Division to practically all local 
dispersion committees. 


encies. Departn 







e 
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(c) Technical releases.—To expedite and facilitate the preparation and filing 
of reports, the Division staff developed some additional aids which were made 
available to the local groups. For example, Aids in the Preparation of Indus- 
trial Dispersion Reports was based on the most common mistakes found in re- 
viewing previous dispersion reports. 

When the dispersion groups were given the added ri sponsibility of making 
recommendations on appendix B to Form DPAF-2 Industrial Dispersion In- 


formation, the Division staff prepared and distributed local industrial disper- 


sion groups and tax amortization applications. This release proved very help 
ful to the local groups and speeded up consideration of the dispersion aspects of 
certificate of necessity applications at the Washington level. 

Preparation of progress report In promulgating the dispersion policy, 


the President directed NSRB to keep him advised on the progress of the program. 
The Area Development Division contributed to the NSRB progress reports by 
that agency informed of (1) the formation of new dispersion groups, 
in areas completing dispersion reports, and (3) changes in chairmanship 
lress of local committees. 

These data were distributed to all interested governmental agencies, as well 
planning and development agencies, in 


t 
Program: Progress in Urban Areas of the 





as to local dispersion groups and Stat 
“a pe dic report Industrial Dispersion 
I ter States 

(ce) Preparation of informational memoranda.—tThe Area Development Divi- 
sion staff kept the local groups informed on the national industrial dispersion 
program and the certificate of necessity program through informational memo- 
For example, these releases included helpful information directed to 
urban areas not meeting industrial or population concentration criteria; supple- 
mental information on how to su reports for review; security precautions in 
connection with local potential tars zone maps ; dispersion certification in other 
than metropolitan areas; need for early completion of survey reports; relation- 
ship of critical-target areas (FCDA) and potential target zones identified under 
ispersion program, and many others. 
(f) Central file of certified local dispersion reports—The Area Development 
Division maintains a central file of certified urban-area dispersion reports which 
are made available to interested Federal agencies. For example, the Defense 
Department and FCDA have made considerable use of these reports. 

) Cooperative operations with other agencies.—At the request of the Defense 
Production Administration for data on the effectiveness of the dispersion pro- 
gram at the local le¥el, the Division sent out a special report form to the local 

ispersion groups. Data received was forwarded to DPA for use in ODM’s 
periodic report to the President and Congress on important developments in the 
national industrial dispersion program. 

During fiscal 1953, staff members conferred on numerous occasions with the 
DIA dispersion coordinator. At his request, an Area Development Division rep- 
resentative attended meetings at which applicants for certificates of necessity 


presented arguiuents supporting requests that exceptions be made to dispersion 





li 
b 





I 


( 
standard 

At the request of ODM, the Division (in cooperation with the field offices of 
the Department) attempted to stimulate certain urban areas to form dispersion 
groups, to speed up the preparation of dispersion reports, or to send in pre- 
| 


iminary maps for ODM’s immediate use in processing certificate of necessity 
applications. For example, when a certificate of necessity application from the 
Rockford, Ill., area was pending, ODM requested that we make another attempt 
to organize a dispersion group in that area, This was accomplished on January 
S, 19538. Within a month a local group was formed and the completed dispersion- 
survey report has been reviewed and certified by the Area Development Division. 

In February 19538 several staff members participated in a conference attended 
by representatives of NSRB, ODM, DPA, and FCDA to remedy the confusion 
apparent in many urban areas over the relationship of “critical-target areas” 
as defined and used by FCDA and “potential-target zones” as defined and used 
in the national industrial dispersion program, The results of this conference 
were distributed to local dispersion groups in an Area Development Division 
informational release. 

The Division cooperated with the postattack production staff of ODM in the 
early stages of developing the postattack production program. A series of policy 
papers on postattack production were distributed to dispersion groups and State 
planning and development agencies. After ODM issued its booklet Suggested 
Postattack Production Measures, the Division staff, at the request of ODM, 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 137 


analyzed the proposed measures and indicated how the voluntary local dispersion 
groups, now functioning in 8S urban eas, could contribute to the accomplish- 
ment of the postattack production program 

Since certificates of necessity have been sereened for the dispersion factor only 
in cases where the proposed plant expansion was for $1 million or more, the 


program has not affected small business. 
- 7 


». in a recent letter to the Secretary of Commerce, ODM Director Arthur 


Flemming expressed an interest in having the Area Development Division con- 


tinue its dispersion functions More than half of the total number of project 





dispersion reports remain to be received and reviewed And it may be de led 
to give local dispersion groups a major role in the postattack production progr: 
6. The industrial dispersion program is related to small business in that any 


firm, large or small, receiving a certificate of necessity must satisfy the dispersion 
criterion, 


7. The major problem confronting the Area Development Division with regard 


to this program is the complete absence of a dispe on budget for fiscal year 
1954. The 1953 budget provided for an increase from 6 to 11 people on disperson 
work, but drastic reductions were made in the spring of 1955, and no funds were 
allotted for this activity for the present fiscal year The Division has continued 
to review dispersion reports as rapidly as possible with ible pe 
consisting of part-time work by one staff ember It 1 ling dis] 1 re 
ports are received too rapidly for review under this arrangement, the Div 
may require additional funds and personnel to « v the workload Phi 
tailment will undoubtedly delay complet of the pi am, | \ it is 
sible now for the Division to stimulate the preparation of disp n repo! 
as reque sted by the Office of Defense Mobilization 

Ss. The obj “tive of the Division is to con I lete the mmediate review progral 
as soon as possible, but to continue to use the dispe1 n principle and ite as 
a permanent element in its general area development act ties 

MARI E ADMINISTRATION 

The information requ 1 in items 1, 3, 4, 5, 6, 7, 8, 9, and 11 neluded in 

part I of this repor Items 2 a 10 presen irts II and III, respe 


. ( M \ » PROG { \ 
The Maritime Administration conducts the f wing progral unde ither 
of the Defense Production Act of 1950, as amended, emetl l by Ex 





orders, departmental orders, and delegations: 


1. Ship and Shipyard Construction 


1. Claimancy for ship construction.—The Maritime Administration, a n 
ant agency under the Controlled Material Plan fo Se% in merchant-tyvpe 
ships, assembled and presented to the Office of Dt (fo rly 
the Defense Production Administration), all \ | 
copper, and aluminum requirements for ship construction I ogress 
[It negotiated with the Office of Defense Mol Zatior il Produ 


tion Authority for material allocations and directive assi 
Materials Plan was terminated on June 30, 19538, and 
Oflice of Ship Construction, carried out the directions 
Mobilization and National Production Authority, ter 
program and completing our records. 


Tt Wefense 





2. Ship construction completed (a) Thirty-five C4—-S—-la Mariner type fast 
cargo ships authorized by special legislation are being built in seven shipyards 
(five in each yard) located on the east, gulf, and west coasts. Progress as of 


> r«) 


September 1, 1953, indicates that 32 keels have been laid, 24 hulls launched, and 
14 ships have been completed and delivered. 

(b) Fifty-nine private tankers are being built in four shipyards. Of the 
original 63 contracted for, 11 were canceled; however, 7 new contracts were 
made bringing the current total to 59. Progress as of September 1, 1953, indi- 
cates that 47 keels have been laid, 28 hulls launched, and 22 ships have been 
completed and delivered. 

(c) Two P2-sl-DN3 troop transports for Military Sea Transportation Service 
Were completed and delivered. 
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(d) Contracts for two Navy refrigerated stores ships were awarded on 
August 13, 1953, and are scheduled for completion in 1955. These ships are 
being constructed under the jurisdiction of the Maritime Administration for 
the account of the Department of the Navy with an A-8 priority rating. 

) The Maritime Administration initiated a trade-in-and-build tanker pro- 

m because of the deficit of tankers a ticipated by the Department of Detense 


und conditions of full mobilization and the fact that the United States does 
not possess a tanker reserve. This program was developed at the direction of 
the ghest authorities by the Secretary of Commerce, the Under Secretary of 
Commerce for Transportation, the Maritime Administrator, and representatives 
of the Department of Defense. Legislation was recommended to the Congress, 
hich s passed by the Senate and reported out by the House Merchant Marine 
and Fisheries Committee. Final action by the House could not be obtained 
pri the adjournment of the Congress 
Cooperative operations with other agencies.—During the year the activities 
shifted to the mobilization planning program, Members of the Office of Shij 
Construction acted as Maritime representatives on joint mobilization task groups 
composed of officials of the Munitions Board, Office of Defense Mobilization, 
Department of the Navy, National Production Authority, and other claimant 
agencies in the attempt to obtain an overall picture of total mobilization require 
ments in various critical industrial fields, to determine the capacity of that 
industry to meet mobilization requirements, and to assess the deficiencies exist 
l l that field, if any, in terms ol machine tools and facilities requ red to 
( 1e it 


e Maritime Administration’s ship-construction programs were delayed be 

| allocations and sources of supply for certain steel 

class A products, and slow delivery of class B products. The Industry Division 
of the National Production Authority was very cooperative and exerted every 
effort to develop sources of supply under the A product Classification of the Con 


ca . {f inadequate stee | 


trolled Materials Plan They were also very helpful in providing directive 

sistance in connection with Components in the B product classifications 

l. K/fectiveness of the prograi Components and materials for the construe 
t rogral vere generally being delivered more on time than in the previous 
eal quiring detailed expediting assistance with only a few directives from 
the National Production Authority The experience has been that with ship- 
building components classified as they have been under the Controlled Materials 
Plan, and with the low priority rating given the Maritime Administration by 


not being classed as a defense agency, it becomes extremely difficult to maintain 
inally planned 


Che mobilization planning program task force activities are conducted with 


hip construction schedules as o1 





a limited force; however, satisfactory progress has been made in the study 
of dustry to produce such items as turbines, gears, boilers, valves, etc. The 
capacity of the boiler industry has been surveyed and a preliminary report 
prepared and submitted by an interagency group under the chairmanship of 
the National Production Authority Other industry surveys are in various 


t completion 


\ report by the Maritime Administration on the mobilization readiness pro- 
gram was made at the request of the Office of Defense Mohilization. This is 
a feasibility test to determine the percentage of gross national product dollar 
value that should be allocated to merchant vessel construction and merchant 
vessel shipyard construction in time of full mobilization. 

5. Claimant agency for materials for shipyard construction.—The Maritime 
Administration has been a claimant agency for the aproval of commercial ship- 
yard construction and allocation of controlled materials. All shipyards in the 
United States and its possessions have been circularized and material require- 
ments compiled. To date, all requirements of the industry for controlled mate- 


rials have ben met ‘his authority expired as of June 30, 1953. 


stages 


B Designation of bid and contract data on behalf of small business 

The Maritime Administration cooperates with the Office of Small Business in 
supplying advance of information concerning purchases and data relative to con- 
tracts awarded for dissemination throughout the country. This program has 
for its purposes the broadcasting of information for the purpose of permitting 
small business the widest opportunity for bidding to the Government and in 
obtaining subcontracts under Government awards 
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C. Cooperation with other Government establishments for the efficient operation 
of port facilities 


Several arrangements have been effected granting the use of temporary idle 
Maritime Administration field installations to othe Government defense 
age ncies. 

The Maritime Administration maintains liaison with port authorities and the 
shipping industry on port matters and with the Defense Transportation A 
ministration, Office of International Trade, Department of Commerce, Depart 
ment of Defense, and other Government agencies through representation on 
intraagency committees such as the Intraagency Committee on Port Utilization. 
On behalf of the several interested Federal agencies, the Maritime Adminis 
tration maintains on a current basis an inventory of United States port facilities 
and estimates of their capacities. Similarly, the Maritime Administration at 
the request of the Intraagency Committee on Port Utilization and with the 
approval of the Defense Mobilization Committee on ‘Transportation and Storage, 
is currently undertaking a study of the problems inherent in keeping small 
ports alive against the day that they might be required for national-defense 
purposes. This study should also reveal the steps necessary on the part of 
the Government to insure the availability of such ports under emergency con 
ditions. 


D. Determination of requirements for allocation of merchant ships, scheduling 
of cargo movements, and administration of priorities for transportatio? 
of cargo 

Under this program the National Shipping Authority continues to take a tw 
fold action of (a@) assuring that privately owned United States flag ships would 

be utilized to a maximum extent, in keeping wi the intent of Co , 

the transportation of Department of Defense and foreign-aid cargoes, and (pb 

administering, as deficiencies arise in the number and type of privately owned 











American flag vessels, the operation of Government-owned ships through the 
appointment of general agents. 





The National Shipping Authority’s responsibility for the administratic of 
the general agency program was particularly significant in the following: 
1. Successful conclusion of a major ship deactivation program which involved 


(a) the determination of the shipping requirements of the military and the 
availability of private American flag vessels to effect the movement of cargoes 
to meet military needs, (6) the determination of the number and types of ships 
to be removed from general agency operation, (c) the resolving of major policy 
matters and problems and otherwise liquidating an extremely large scale general 
agency operation (in excess of 500 ships) and (d) the deactivation, repair, ant 
return to reserve fleet status of approximately 400 ships. 

2. Administration of a sizeable continuing general agency program involving 
the employment of 48 general agents for the operation of 188 ships at the com- 
mencement of the year and 141 ships at the end of the fiscal year. 

in connection with the foregoing the National Shipping Authority within its or 
ganizational structure formulated and instituted such functions, activities 
policies, regulations and procedures necessary to the administration of the 
operation and maintenance of ships operating under general agency agreement 








BE. Foreign aid program 

At the beginning of the period under review there were no general agency 
ships operating in the Economic Cooperation Administration/Mutual Security 
Agency programs as there was a continued decline in bulk cargo shipments from 
the United States to Western Europe and other destinations. This decline 
culminated in the fall of 1952 in a number of United States privately owned 
ships being in efther an idle or laid-up status. 

In administering this program, the National Shipping Authority continued 
to assemble and analyze data relative to requirements for ocean transportation 
from and to the United States and the supply of merchant shipping available 
to meet these requirements, maintaining at all times constant liaison with other 
Government agencies such as Mutual Security Agency, General Services Admin- 
istration, Solid Fuels Administration, Office of Defense Mobilization, National 
Production Authority and Office of International Trade, Department of Com- 
merce. In addition, constant contact and liaison was required with foreign gov- 
ernment representatives and representatives of private American flag operators. 


38759—53——10 
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Since the beginning of the calendar year 1953, the National Shipping Authority's 
mperat activities unde! this program were confined to only one Victory type 
ship being allocated in the mouth of June to lift the first cargo of grain under the 





[buring the period under review, the National Shipping Authority’s operating 
( engaged primarily in the f illment of the military requirements result 


ng in over 500 voyages being performed 











G icting liaison to establish priorities and allocations for materials for the 
tion, maintenance, and re} r of merchant ships 
In ordance with the instructions issued by the Office of Defense Mobilization, 
the N nal Shipping Authority during the period from September 1, 1952, to 
Ju 1 $55, assembled and presented to the National Production Authority, 
zh the Office of Property and Supply, Maritime Administration, quarterly 
est ol ts of ship repair and maintenance, including those for reactiva 
tion rey Ss, voyage repairs, and maintenance and deactivation 1 vi Monthly 
ctual expend res W e prepared in ace cance ith requiremen ol 
e 1 Pr "ic ie Authori Directive M-70, and were sub ad thi 
‘ hannels his proced ‘ tinued effective July 1, 1953, by the 
Pre l on Autl v rey ition notice, dated May 26, 1955, rev ing 
Nit | Production Authority directive, effective July 1, 
is to July 1, 1953, negotiations and liaison were conducted with repre 
sent es of the National Product 1 Authorit repal ur ppliers, 1 
e rpose of facilitating the obtainment of material priorities and allocations 
sential to the repair of Government-owned ships operating under general agency 
greement Subsequent to July 1, 1953, the need for this iison no longer existed, 
le | e discontinuance by the National Production Authority of the Controlled 
Ma ils Plan and the substitution of the Defense Materials System, which sys 
d not include ship repair and maintenance in a priority rating 
rhe N nal Shipping Authority continues to provide and determine repairs to 
ps rety ng to the reserve fleets, sufficient to preserve their seaworthiness and 
ite reactivation in time of national emergency In many instances coo] 
era n been received from Military Sea Transportation Service and the 
ul 1 of Ships, Department of the Navy, in order to expedite procurement of 
pecified materials from supplier r carrying out repairs Small business ship- 
repair contractors who applied for and could comply with requirements set down 
vy the National Shipping Authority in its master repair contract were awarded 
1 master contract and were invited to bid on projects in their applicable area. 
The National Shipping Authority continually furnished information insofar as it 
applies to ship repair and maintenance to the Industrial Mobilization Planning 
Branch of the Maritime Administration for eventual transmission to the Muni 
ms Boi in order to enable industry to anticipate requirements of basic mate- 
ri and end products in the event of a national emergency, thus preparing for 
eX I on I product ve capacity and Ip] ly determined to be essential to the 
nat il defense of the United States 
1d tration of the p ns of the oluntary plan for the ontribution of 
f } capacity for nat ( fe ( quire ( f 
All owners of United States flag tankers of 6,000 deadweight tonnage and over, 
th the exception of 2, are participating in this plan under National Shipping 
Authority supervision. This participation represents 99 percent of the eligible 


During the period September 1, 1952, through May 30, 1953, the tanker require- 
el of Military Sea Transportation Service were met promptly and involved a 

il of 288 completed voyages. However, beginning with June 1953, because of 

a very low tanker market affording Military Sea Transportation Service the 
opportunity of meeting its requirements at rates below those established under 
the plan, there have been no requirements placed with the plan. Accordingly, the 
plan remains in suspension pending any future need of Military Sea Transporta- 


tion Service to resume such operations. 





I. General study of oceangoing transportation 

During the period under review, the National Shipping Authority continued to 
assemble, analyze, and submit periodic reports on the General Transportation 
Situation to Executive Office of the President, Office of Defense Mobilization, 
fransportation and Storage Committee, ODM-7, reflecting estimated require- 
ments for oceanborhe transportation and the availability of shipping space. This 





Be. 
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report covers principal commodity groups moving from and to the United States 
by trade areas and includes the requirements of the various military establis! 
ments under the jurisdiction of the Department of Defense. 


J. Administration of controls to prevent American-flag ships from trading with 
Communist China 

The responsibility for administering regulations banning United States flag 
ships from trading with Communist China was transferred to the Maritime Ad 
ministration as of April 2, 1951. American shipowners and operators have co! 
tinued to give their wholehearted support in making these regulations effective 
a. Oe rtificates of necessity 

The Maritime Administration is the delegate agency and, as such, is responsible 
for making recommendations to the Office of Defense Mobilization on applications 
for accelerated tax amortization covering the building or reconversion of ocean- 


going ships, including the percentage of the capital cost eligible for rapid am¢ 








zation. During the year there were 18 applications which were processed, totaling 
almost S159 m llion, of which 11 applications were recolume nded for approval tor 
Certificates of Necessity, and 7 we ecol for denial. 
L. Defense loans 

The Maritime Administrati s the delegate agency for making recomm« 
tions to the Office of Defense Mobilization on applications for guaranteed loar 
under section 302 of the Defense Production Act, 1950. Two applica IS 
amounting to $47,400,000, were recommended for nial during the p 





II. CITATIONS OF AUTHORITY 


The Maritime Administrat 
grams as follows: 
1. Defense Production Act of 1950, Public Law 774, Sist Congress, approved 





ion derives its authority to conduct the above pro 





September 8, 1950; as amended by Public Law 96, S2d Cong ) ved 
July 31, 1951, Publie Law 429, 82d Congress, June 2 nd 
Public Law 95, 83d Congress, approved June 30 
2. Executive Order 10480, dated August 14, 1953 Iexecuti r 10161 
dated September 9, 1950, prior to effective date of Exe LO4SO 
3. Defense Mobilization Order No. 30, dated August 14, 1953 (which 
revoked Defense Production Administration I> ations 1 and 2) 





t. Executive Order 10219, dated February 28, 1951: as modified by Execu 
tive Order 10461 dated June 17, 1! and Executive Order 10480, dated 
Angust 14, 1953. 
5. Delegations to the Under Secretary of Commerce for Transportation: 
DO-128 (amended), effective February 13, 195: 

6. Delegations to the Maritime Administrator: DO-12S (supplement 1), 
effective March 13, 1951; DO-128 (supplem I 
D)-128 (amended) (supplement 4, revis« 
DO-128 (amended) (supplement 5), effective December 17, 1951 

7. Statement of organization and functions of. and del 
Maritime Administration: DO-117 (amended), effective April 24, 1951; ar 
DO-117 (amended) (amendment 1), effective August 22, 1952 














III. ORGANIZATION CHANGES 


During the past year there were no changes in organization resulting from 
reorganizational plans. 


BUREAU OF Pupiic Roaps 


1. The Bureau of Public Roads acts as claimant agency for the construction 
and maintenance of all rural and urban highways, streets, highway equipment, 
repair shops, bridges, tunnels, toll road facilities, and appurtenant installations, 
publicly owned parking facilities incident to a highway or street, regardless of 
financing but not garages, filling stations, restaurants, or other commercial 
facilities. 

As claimant agency, the Bureau of Public Roads performed the following 
functions: 

(a) It collected and, after screening as to essen itv, presented to the 
Defense Production Administration (now the Office of Defense Mobilization) 
highway construction and maintenance controlled material requirements, 
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(b) It represented the highway construction industry before the Defense 


Production Administration (now the Office of Defense Mobilization) and 
the National Production Authority in regard to such matters as the restric 








tion « the use of critical materials in highway construction, the self- 
ithe ition limits on highway construction, ete 
(c) It authorized highway and street construction schedules, made a 
ments of controlled materials for highway construction, and applied o1 


gned to others the right to apply DO ratings for the procurement of 


materials and products other than controlled materials necessary for the 
pletion of authorized construction schedules. 

It obtained for the highway industry DO ratings for capital equip 
ment necessary to the construction, maintenance, and operation of the 
Nation’s highway facilities 

It processed applications from highway construction and maintenance 

it or adjustments or exceptions under the provisions of CMP Regu 


n No. 6 and took final appellate action under that regulation. 


It also collected and presented to the Defense Production Administra- 
tion (now the Office of Defense Mobilization) and the National Production 
Authority information and data on the consumption of specific materials by 











hig industry and on the need for additional industrial capacity 
e production of those materials. 

2. The Bureau of Public Roads derived its authority for these programs from 
the following: Section 101 (d) of Executive Order 10161 of September 5, 1950; 
Department of Commerce Order 127; Department of Commerce Order 128 

Lmender (Amendment 2 and Supplement 2 therete); NPA Delegation 14 


as amended; Executive Order 10200 of June 8, 1951; DPA Order 1 of May 24 
1951; the Federal Highway Act of 1921, as amended 
The highway rehabilitation and maintenance program is a program designed 





to provide the country with a highway system adequate to economically and 
ti sport t peoples and goods of the Nation, especially defense pro 
uction materials and to provide those facilities with the least drain upon the 


Nation’s supply of critical and controlled materials. This transport system in 
bout 8,800,000 miles of roads and streets on which 55 million moto 
vehicles, and almost 10 million of which are trucks, travel over half a trillion 
Tniiie 1 year 
From an overall defense standpoint and insofar as interstate commerce is 
concerned, the most important traffie arteries are contained within the inter 
state system, a part of the Nation’s primary Federal-aid system. This system 
is composed of a limited mileage (approximately 87,000 of the 3,800,000 miles 
of roads and streets) of the main interstate routes and connects the principal 
metropolitan and industrial areas of the country. It is on this system that the 
ilk of the movement of defense materials occurs, This same system would 
carry the greater part of any strategic movement of troops and supplies during 


a defensive action within or adjacent to the country’s borders. This system 
Was established by congressional direction (sec. 7, Federal Aid Highway Act 
of 1944). The condition of the interstate system, as indicated by the sufficiency 


ratings recently completed on that system, is shown on the attached chart. 

‘The remainder of the Federal-aid primary system (200,000 miles of the 3,300, 
000 miles previously mentioned) contains the remainder of the interestate high 
Ways and is also of considerable importance to the economic health of the 
Nation and to the production of materials for defense or civilian consumption 
These highways connect the major industrial centers with the small manufac 
turing communities, many of which have no means of transport other than the 
highway 

The remainder of the Nation’s 3,300,000 miles of roads and streets while of 
lesser importance from a traffic volume standpoint are nonetheless of great 
importance to industry and commerce. It is on these roads that the movement 
of the raw foods and fibers produced by the farm, the ore produced by the mines, 
and the timber produced by the forests originates. 

The highway program is carried out in cooperation with the 48 States and, 
through the 48 States, with the city, county, village, township, and special high- 
way authorities. The highway construction and maintenance materials alloca 
tion and controls program was carried out in the same manner. 
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PERCENT OF RURAL PORTIONS OF INTERSTATE SYSTEM 
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PERCENT OF RURAL PORTIONS OF INTERSTATE SYSTEM 


During the past year the steel-consuming portion of the highway rehabilita- 
tion program was severely curtailed. In the third quarter of 1952, the highway 
program was allotted approximately 125,000 tons of structural steel shape as 
compared to a requirement of 127,000 tons for projects under construction, 
access roads, and traffic safety installations. The plate allotment was made 
in similar proportions. Practically no structural steel was allotted for new 
highway construction starts. The situation in the third quarter was further 
aggravated by the occurrence of the steel work stoppage. Due to it, a large 
part of the steel allocated in the third quarter was not delivered. 

Had the third quarter of 1952 steel work stoppage not occurred, the fourth 
quarter 1952 allotment which had been decided upon before the strike occurred 
would have been somewhat higher than the third quarter level and would have 
provided for some new structural starts. Due to the strike, however, the final 
fourth quarter 1952 allotments were reduced to the advance allotments already 
received; that is, to specified percentages of the previous quarter’s allotments. 
While other programs were given the same percentages, the effect on the high- 
way program, which had been so severely curtailed in previous quarters and 
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hicl at that time being built up again to a level of about one-half or two 
of its normal level, was much more drastic than on many of the other 
rograms Which had been allotted their full requirements and which were at 
me declining, 
I the first quarter of 1953 the structural steel allotment to the highway 
| im was again about equal to the requirements for projects under con 
access roads, and traffic safety installations. Very little structural 
s available for new construction starts. 
effect of the previous curtailment of the highway program became readily 
e\ t when the second quarter 1953 highway requirements were toti led It 
nd quarter of 1953, the screened requirements for the highway program 
pounte to 736,000 tons of steel including 356,000 tons of structural shape 
1,000 tons of structural plate A large part of this requirement con 
f materials required for essential work that had been postponed during 
h t quarter of 1953 and the four quarters of the previous year, 1952. The 
econd quarter 1953 requirements for work under construction, access roads, and 
fety installation, totaled 389,000 tons of carbon steel including 192,000 
hape and 71,000 tons of plate. The second quarter 1953 highway con 
tment amounted to 450,000 tons of carbon steel including 185,000 
! f shape and 79,000 tons of plate Che second quarter of 1953 lotment 
there failed to provide enough structural shape to satisfy the needs of the 
| yect nder construction. 
S e mid-1953 when carbon steel was freed from allocation and construction 


decontrolled, many large highway projects such as New Jersey’s Garden 
State Parkway, Ohio’s and West Virginia’s turnpikes, extensions to the New 


} nd Pennsylvania turnpikes, and additional projects on the New York 
Chi ay, all high steel-consuming projects, have started. These projects to- 
f r with the existing State, county, and city highway construction program 
id other structural-steel-consuming programs require more structural steel 
than is available. One hundred and three of the active Federal-aid projects in- 
p 1 during July 1953 were delayed because of lack of steel. It appears 
e number delayed will be considerably higher in August. The situation 


expected to improve until there is an increase in shape production or until 

the other shape consuming construction programs decline materially 

I s probable that the highway program will require greater amounts of stee 
itter part of the year 1953 and early 1954 than is being consumed at 


‘ 
current need for highways is a fact that is known to anyone who 
vi res upon the highway system. Highways are now an inseparable part of 
our national economy. As the national production increases, highway transporta 
{ 1 increases with it An increase in highway transportation requires a cor 
responding improvement in the highways that carry that transport. Without 
eon nt provement and rehabilitation, the present highway system cannot 
he expected to adequately and safely carry the present traffic let alone an in 
rensed traffic load. Motor vehicle travel in 1952 amounted to 517 billion vehicle- 
I increase of 105 percent since 1936. In the same period, motor vehicle 


regist1 on almost doubled, truck travel on the main rural roads almost tripled, 
les of load moved over the main rural roads on trucks as measured 


ton-miles of carried load increased fivefold. 
The 1952 report of the President’s Materials Policy Committee estimated that 


vehicle registration would reach 85 million (20 million of which would be 


uM ) by 1975. The inadequacy of the present system from a safety stand- 
oi best illustrated by the accident rate. In 1952, 38,000 deaths occurred 
on the highways, a fatality rate of 7.3 per million vehicle-miles. On one of our 
I modern and heavily traveled high-speed facilities, the New Jersey Turn- 
pil t} fatality rate is only 4.1 per 100 million vehicle-miles. The greater 


safety of the more modern and better designed facilities is also illustrated in a 
report made by Mr. G. A. Hill, State highway commissioner of Connecticut, to 
a subcommittee of the Committee on Public Works of the United States Senate. 
his report showed that the accident, fatality, injury, and property damage rates 
on State-maintained portions of Route 1 in Connecticut (102 miles of older 
highways carrying an average traffie of 9,000 vehicles per day) were 450, 6.8, 
230, and $139,700 per 100 million vehicle-miles respectively. On Route 15, which 
is i eral a much more modern facility and carries traffic of about 13,000 
vehicles per day, these same rates were 240, 3.8, 170, and $100,700, respectively. 
In other words, the more modern facility carrving more traffic had accident 
and fatality rates only half as great as the older facility. 
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6. Almost all highway construction is or can be performed by small business 
The following table shows the number of Federal-aid contracts of different dollar 


values let to contract during the 5 years 1948 to 1952 
contracts had a total value of $3,897,622,413. 


inclusive. These 24,256 





Federalaid contracts au wrded, 1948 to 1 ne 
0 to $24,999 
& 9 4 
$10K).0¢ & 
RINK » $490.11 9 
I <“ 
As the table shows, 61 percent of the Federal-aid contracts let during the past 
5 years were valued at less than $100,000 and 9S percent were valued at less 
than $1 million Phe 24,236 contracts were awarded to over 3,700 contractors. 
7. The joint committee was of great benefit to the Bureau of Public Roads 
in assisting in having the self-certification limits on highway construction raised 
to 25 tons of steel including all types of structural shape and including not 
more than 2 tons of alloy steel, 500 pounds of copper, and 500 pounds of 
aluminum. ‘The progressive increase in the self-certi ition limits not only 
reduced the perwork incident to issuing the construction authorizations and 








allotments of steel but also relieved the small contractors of the necessity ol 
submitting requirements and obtaining allotments for those small jobs. 
8S. At the present time the m rt problems nfronting the Bureau of Public 


Roads in the field of production is the lack of sufficient quantities of road build- 
ing materials in certain areas of the country. 


Highway construction requires large quantities of two major types of steel— 
structural and reinforcing Structural steel, particularly wide flange shapes, 
has been in short supply for the past 38 years As noted previously under item 
4, 103 of the active Federa projects inspected during July were delayed 
due to lack of steel The b of those delays were due to nondelivery of 
structural shapes. This prol has been present the early days of 








material controls. The Bureau of Public Roads repre ives brought it to 





the attention of the Defense Production and Office of Defense Mobilization 
officials in 1951. It was thought at that time that the continuing demand for 
structural shapes was sufliciently high to warrant the establishment of an 
expansion goal and granting of tax exemptions for the expansion of de flange 
shape production facilities. On June 30, 1953, an expansion goal of 2,850,000 
tons per year was established for de flange shapes his will increase wide 
fiange production capacity by 850,000 tons. As these facilities come into pro- 


duction, the tight supply of wide flange beams will be eased appreciably 
The second steel item used extensively in highway construction is reinforcing 





steel, both bars and mesh At the present time, a few projects are being delayed 
because of slow delivery of reinforcing. However, even h a number of 
large projects such as the Ohio Turnpike, the Pennsylvania Turnpike, and the 


New York Thruway will require reinforcing within the next year, it is expected 
that the reinforcing bar and wire manufacturers will be able to supply the 
demand. 

Cement has been scarce in certain areas and it is expected that the shortage will 
continue into the next year particularly in the Great Lakes market area where 
a relatively large amount of construction is scheduled. In most areas, however, 
cement is expected to be available. Spot shortages of other materials such as 
aggregate have been evident and undoubtedly will continue to a limited extent. 
However, it is not expected that they will be serious 

During the past year considerable difficulty was experienced in obtaining con- 
struction equipment; construction-equipment supplies, such as grader cutting 


edges; and construction-equipment parts, particularly tracks and such items for 











146 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


crawler tractors. These scarcities have now disappeared and unless additional 
large foreign or domestic defense-construction programs requiring large amounts 
of new equipment are initiated the supply of construction-equipment parts and 
supplies should be adequate. On the whole, it is expected that little difficulty 
will be experienced during the coming year in obtaining the construction mate- 
rials needed for the current highway-construction program. In fact, it is 
probable that the expected level of highway construction could be raised without 
causing serious shortages 

9. As it has in the past, the Bureau of Public Roads expects to keep itself 
informed regarding the following items: 

(a) The exact condition of the Nation’s highway systems 
(4) The adequacy of those systems to carry the traffic load now imposed on 
them or that which might be imposed on them during an emergency. 

(c) The status of highway improvement plans and,planning. 

(dq) The amount of moneys required to improve the systems or parts of the 
Systems to specified levels of adequacy. 

(e) The adequacy of the highway contracting industry to perform the work 
of improving the highway systems. 

(f) The adequacy of the supply of materials needed for rehabilitation of the 
highway systems. 

(vy) The development of highway construction and maintenance methods, 
materials, and equipment that will conserve or replace materials that might 
be unavailable or in short supply during an emergency. 

(kh) The timing of construction schedules including the proper lead time 
between inspection of projects, design of projects, contract lettings, placement 
of mill orders, rolling of steel, fabrication of steel, and actual placement. 


OFFICE OF TECHNICAL SERVICES 


1. In January 1951 the Secretary of Commerce directed the Office of Technical 
Services to implement a program of voluntary protection of technical informa- 
tion. The program was continued during fiscal year 1953. 

2. The Secretary’s directive was given under the authority of section 2, Public 
Law 216, S1ist Congress, sections 101, 307 of the National Security Act of 1947, 

da lette of October 27, 1950 from the Interdepartmental Committee on In- 
ternal Security of the National Security Council to the Secretary of Commerce. 


3. The program was designed to provide within the Government one place 








wl dustrialists, businessmen, scientists, public officials, and private citizens 
could obtain ndviee as to the advisability of the publication and release of 
technical information of an unclassified nature. This program, purely volun 
tary, has been received favorably by segments of the American community. 
Lis mn officers within each of the other Government agencies have worked with 
the Department of Commerce in the operation. 
t. There was a substantial demand for the service during the early part of 
its operation, and the program has proved an effective method of assisting the 
hy During the last year the demand tapered off, because of inadequate 
al to call the attention of the public to the continuing service. 
Che Department of Commerce feels that a need still exists for such a pro- 
gram, but that it should either be strengthened or the National Security Council 
hould ike a place for it in its reorganized framework. In April 1953, the 
Office of Technical Services made such a recommendation to the Secretary of 
Commerce. The Department decided to close out the activity and so notified 
tl National Security Council. Since June 80, 19538, pending cases have been 


closed out and the files of the program are prepared for delivery to the 
National Security Council. 
6. The program related to small business, as well as individuals and large 


7. There are no major current problems confronting this Office with regard 
to this program, 
8 Employment on the program was limited to two people throughout its 
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V-LoAN GUARANTY PROGRAM 


1. This program consists of the guaranty of loans made to defense contractors. 
2. Section 501 of the Defense Production Act, as amended, and sections 301 and 


l 
Executive Order 10161 


3. This program includes the guaranty of loans to defense contractors made 
by private banks, herein the Department of Commerce has the dollar 
preponderance of all defense contracts of tl rrower ; furnishi of certificates 
of eligibility to ot - acel 5, cases wherein this Department has some con 
tracts but such other agencies have the doll preponderance of contracts; and 
maintaining continue “ison with the Federal Reserve Board 

During the past ir, the Departmer Commerce, as guaranteeing agency 


under the authority set forth above, guaranteed one loan and entered into a com 


mitment to guarantee another 


$f. All guaranty applications received have been processed favorably. De- 
partmental orders are in effect providing an effective mechanism for handling 
any V-loan guaranties 


5. The program appears to be helpful in financing defense operations and it is 
still needed for the national-defe eft 








6. All guaranties de under t I m have involved loans to small 
businesses which probably could 1 have afforded to bid on defense contracts 
otherwise. 

7. In handling this program and passing on applications for guaranties, the 
Department of Commerce has been mindful of the interest of the Joint ¢ 
mittee on Defense Production in small business this con n parallels a long 
standing interest f the Department of Commerce in this field As statec para 
graph 6 above, all our guaranties have involved loans to small business As a 
result of these guaranties, these bu esses have been enabled to bid on and to 
undertake defense contracts of importance to the national-defense effort h 
they would have been unable to do the absence f ich guaranties 

8. No major problems involved in this program presently confront the 
Department. 

9. The desirabiiity of conti his progra is be mentioned above So 
long as contracting for defense purposes continue laranty progra d 
seem appropriate enable s ll businesses k ve part in the defense 
program and, to the extent that financing presents a handicap, the 
program appears t is to be an appropriate mean [ ¢ sting ill businesses 

By section 4 of the Defense Production A Amendments of 1955 (Publie 
Law 95) the Congress stated as a policy that “tno sn business concern sl} ay 
held ineligible for the issuance of such a guaranty by reason of altern 
sources of supply.” Such a policy may tend to expar the sce of this } 


gram. However, in light of the revised definition ‘national defer 
business concerns may find it more and more difficult to 
definition. 

10. No changes in the organization handling this program have resulted from 
any reorganization plan. The pro is coordinated through the Office of the 
General Counsel. No additional personnel has been e1 ovyed. All matters 
are being handled by existing personnel as part of their ti 

11. In addition to the specific responsibility in the V-loan guaranty program, 
the Office of the General Counsel is engaged in legal work in col 
the various defense pro; 
duction Act, as amended and extended, and in advising the Secretary of Com- 
merce with respect to decisions taken by) i 
direction of the administration of these p 


ims of the Department authorized by the Defense Pr 
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Summary of personnel (by bureaus) engaged in defense production activities, 
August 1953 


Personnel 
employed 
full-time on 
defense 
production 


activities 


National Production Authority 144 


Bureau of the Census 86 
Field Service 3 10) 
Office of the Secretary —- we 
Civil Aeronautics Administration : 9 
Office of International Trade 8 
Defense Air Transportation Administration 5 
Industry Evaluation Board 3 
Office of Industry and Commerce (*} 
Maritime Administratio1 + €=) 
Bureau of Publie Roads _@,) 
Office of Technical Services ["} 
Defe production activities performed on part-time basis by regular employees 


1 


UNITED STATES OF AMERICA Department Order No. 128 (Amended). 
DEPARTMENT OF COMMERCI Date of issuance: February 13, 1953 
MANUAL OF ORDERS Effective date: February 13, 1953 
Part 1 


UNDER SECRETARY OF COMMERCE FOR TRANSPORTATION 


Sectio 1. Purpose: 

The purpose of this order is to describe the duties and responsibilities of the 
Under Secretary of Commerce for Transportation. 
Section 2. Authorit 

01 Section 501 of Reorganization Plan No. 21 of 1950, effective May 24, 1950, 
provides: 

“There shall be in the Department of Commerce an additional office of 
Under Secretary with the title, ‘Under Secretary of Commerce for Trans 
portation.’ The Under Secretary of Commerce for Transportation s 

} 


appointed by the President, by and with the advice and consent of the 





all be 
Senate, shall receive compensation at the rate prescribed by law for Under 
Secretaries of Executive departments, and shall perform such duties as the 
Secretary of Commerce shall prescribe.” 

02 The duties and responsibilities of the Under Secretary of Commerce for 


Cransportation described in this order are assigned pursuant to the authority 





vested in the Secretary of Commerce by law, including authority under Le- 
orgal tion Plans Nos. 5 and 21 of 1950. 
S tio >} Duties and Responsibilities: 

01 The Under Secretary of Commerce for Transportation shal 

l Serve as the principal adviser to the Secretary on all policy matters 
concerning transportation within the Department and on all matters con- 
erning the transportation policies of the Government : 

2 Perform the functions and exercise the powers, authorities and dis- 
eretions sted in the Secretary of Commerce relating to transportation, as 
delegated to the Under Secretary of Commerce for Transportation by this 
O1 ther order; and 

Exercise direction and supervision of the Weather Bureau, Coast and 
G etic Survey, Inland Waterways Corporation, Bureau of I ¢ Roads, 
( \eronautics Administration, Maritime Administration, and in so far as 
t! i I aw th Federal Marit e | ird, through their respective 
l ds 
02 More specifically, but not by way of limitation, the Under Secretary of 
Commerce for Transportation shall 
cise general policy guidance over all transportation activities in 
the Departme! and over all activities (whether relating to transportation 
or not) of the Weather Bi Coast and Geodetic Survey, Inland Water- 








. 
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ways Corporation, Bureau of Public Roads, Ci \eronautics Administra 
tion, Maritime Administration, and, insofar as authorized by law, the 
Federal Maritime Board: 

2 Establish and maintain program consistency among the several pri 
mary organization units under his supery 
to transportation and related activities: 


° 


® Carry out those responsibilities vested in the Secretary of Comn 


ision, particularly with respect 





relating to coordination of the transportation programs and policies of the 
Government, and especially as related to the mobilization program; and 

$4 Initiate action before the ransportation regulatory agencies when such 
action appears to be appropriate in order to effectuate over-all transporta- 
tion policies of the executive branch, and appear before regulatory boards 


or commissions at his discretion to present his views when matters atfecting 
over-all transportation policies or programs of the executive branch are 
under consideration, in collaboration with the General Counsel as to the 


legal aspects. 


.08 The Under Secretary of Commerce for Transportation shall be the foea 
point within the Department for all interdepartmental coordination activities 
involving transportation matters and shall represent the Department on the Air 


Coordinatng Committee and the National Advisory Committee for Aeronautics. 
Section 4. Delegation of Authority: 

Ol All the authority and program functions vested in the heads of the Weather 
Bureau, Coast and Geodetic Survey, Inland Waterways Corporation, Maritime 
Administration, Federal Maritime Board, Bureau of Publie Roads, and Civil 
Aeronautics Administration by 





Department Orders, including Department Order 
No. 115, are hereby made subject to the supervision and coordination of the 
Under Secretary of Commerce for T) 
be exercised through the bureau heads 
02 The Under Secretary of Commerce for Transportation shall perform the 
functions and exercise the powers, tl ti nd diseretion conferred o1 | 
Secretary of Commerce by Executive Orders 10161, 10200, 10219, as an 
fand Office of Defense Mobilization (DPA) Delegation 1, as amended], : 


further amendments or succeeding orders, thereto, with respect to 





‘ } } 


unsportation on behalf of the Secretary to 





portation, and intercoastal, coastwise and overseas shipping, including 
thereof 
03 The United Secretary of Commerce for Transportation also shall perform 





the functions and exercise the powers, authority and discretion vested direct 
in the Secretarv of Commerce as a claimant under Office of Defense Mobiliza 
tion (DPA) Order 1 of Mav 24. 1951. Ss ame ed, with respect to transporta 
tion programs, including related facilities, for which the Maritime A i 
tion, the Burea uof Public Roads, the C Aeronautics Administration, and the 
Civil Aeronautics Board are responsible. 

04 The Under Secretary of Commerce for Trans rtation shall perform the 
functions with respect to authorizing construction schedules of owners, the 
making of allotments, the assignme of ratings, the ocessing of applications 
for adjustment or exce} mn, a 1 all other auth itv with reference to CMP 
Regulation No. 6, as amended, described in paragraph 1 of National Production 
Authority Delegation No. 1 s amended, October 3, 1952, and exercise the powers, 


authority and discretion veste 
those functions 
as amended, but 


tained in said delegation. 


I 
f 





.05 The delezation made to the Under Secretary of Commerce for Transporta- 
tion in Department Order No. 137 of Novemb 12, 1951, with respect to pro- 
viding war risk insurance to meet the need f air mmerce (Public Law 47, 


. ~ 


Nection 5. Orga tio of the Offic of the I l s etaru of Commerce for 


Transportati 





In addition to the immedi: Office of the Under Secretary for Transportation 
and his Deputy, the Office of the Under Secretary of Commerce for Transporta- 
tion consists of the Office of Transportation established under Department Order 


iber 20, 1950, and the Def Air Transportation Administra 











No. 128 of Noven 2 
tion established by Department Order No. 137 of November 1951. There is 
hereby continued the Transportati Council established by partment Order 


No. 128 of November 20, 1950 O Sé ‘ n ai visory capacity to the Under 
Secretary of Commerce for Transportatior 
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Section 6. I’ ffect on Other Orders: 


01 This order supersedes Department Order No. 128 (Amended) of August 6, 
1951 and Amendments 1, 2, and 3 thereto of August 3, 1951, November 20, 1951, 
and December 9, 1952, respectively. Supplements 1, 2, 4 Revised, and 5 to De- 
partment Order No, 128 (Amended), of March 13, 1951, May 24, 1951, August 3, 
1951, and December 17, 1951, respectively, are continued in effect until revoked 
or incorporated in future orders. Any other orders or parts of orders the provi- 
sions of which are inconsistent or in conflict with the provisions of this order 
ure hereby amended or superseded accordingly. 

02 This order shall not be construed to affect any authorities delegated to 
officers of the Department empowering them to take administrative, security, 
or legal action, or the functions of the General Counsel 


Sectio ?. Effective Date: 
his order is effective February 13, 1953. 
SINCLAIR WEEKS, 
Secretary of Commerce. 
Un » STATES OF AMERICA 
DEPARTMENT OF COMMERCE 
MANUAL OF ORDERS 


Part 1 
Department Order No, 120 (Amended) 


Date of issuance: February 16, 1953 
itfective date: January 21, 1953 


INDUSTRY EVALUATION BOARD 
rhe purpose of this order is to define the composition and functions of the 


Section Composition of Industry Evaluation Board: 
1 Che Industry Evaluation Board established within the Office of the Assist- 
for Domestic Affairs shall consist of representatives of the Atomic 
Energy Commission, the Department of Defense, the Federal Civil Defense 


Administ ion, the Department of Interior, the Defense Production Administra- 
tior d the Department of Commerce who shall serve as advisers to the chair- 
man whom responsibilities of the Board are vested. <A representative of the 
Nat al Security Resources Board shall attend as an observer 


02 The Secretary of Commerce shall appoint the chairman of the Industry 
I uatir Board and may, with the approval of the chairman of the National 
Security Resources Board, alter the composition of the Board. 





Sectio) Functions of the Industry Evaluation Board: 

01 The functions of the Industry Evaluation Board shall be those vested in 
the Secretary of Commerce by Executive Order 10421 dated December 31, 1952, 
I establish from time to time and transmit to the Chairman of the 
National Security Resources Board security ratings of facilities, based on the 
re tive importance thereof to defense mobilization, defense production, and 





essent ivilian econ 


my. 
02 In carrying out its functions the Industry Evaluation Board shall consult 
with Federal agencies as may be appropriate. 





Section 4. Duties and Responsibilitics of Staff Director: 
; i i 


here shall be a Staff Director who shall be responsible for providing the staff 
support and services to the Industry Evaluation Board for all its actions 
including: 

1 Obtaining data, from or through offices of the Department of Commerce 
or other Federal agencies, on plant locations, plant capacities, production, 
service industries, technical processes, production requirements, and such 
other similar information as may be required in making determinations of 
security ratings of facilities; 

2 Making basic analysis of the relative importance of facilities to defense 

mobilization, defense production and essential economy; and 
5 Providing the findings of such analysis whereupon the Board may estab- 
lish security ratings of facilities. 
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Section 5. Accessibility of Information: 


The Industry Evaluation Board shall have access to information needed in 


the performance of its functions, available in or through any office of the 
Department of Commerce. 


Section 6. Responsibilities of Bureaus, Offices and Divisions of the Department 
of Commerce: 

Each bureau, office and division of the Department of Commerce is responsible 
for expeditiously supplying the Industry Evaluation Board with industrial and 
economic information upon request by the Board. 

Section 7. Effect on Other Orders: 

This order supersedes Department Order No. 129 of January 10, 1951. Any 
other orders or parts of orders the provisions of which are inconsistent or in 
conflict with the provisions of this order are hereby amended or superseded 
accordingly 


Section 8. Effective Date: 
This order is effective January 21, 1953. 
SINCLAIR WEEKS, 
Secretary of Commerce. 


DEPARTMENT OF LABOR 


DEPARTMENT OF LABOR, 
Washington 25, D. C., September 28, 1958. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington, D. C. 
(Attention Mr. Harold J. Warren, clerk.) 

DEAR SENATOR CAPEHART: I am responding to your letter of August 7 in which 
you requested a brief factual summary of the operations of the Department of 
Labor under the Defense Production Act during the past 12 months. In com- 
pliance with your suggestion I am making the report, which is attached, brief 
and factual. I have also followed your suggestion of modifying the suggested 
outline of the report so that it may most nearly describe the defense activities 
of this Department. 

If there is additional information which you find may be desirable, please 
call upon me, 

Yours very truly, 
Lioyp A. MASHBURN, 
icting Secretary of Labor. 


AUTHORITY 


The Defense Production Act of 1950, as amended, authorizes the President to 
undertake special actions to insure that defense production and the Armed Forces 
are adequately staffed. Recognizing that the successful conduct of the current 
mobilization effort requires that the labor needs of defense industry and essen- 
tial civilian employment must be met, the President by Executive Order 10161 
directed the Secretary of Labor as follows: 

“The Secretary of Labor shall utilize the functions vested in him so as to meet 
most effectively the labor needs of defense industry and essential civilian em 
ployment, and to this end he shall: 

“(a) Assemble and analyze information on labor requirements for defense 
and other activities and on the supply of workers. 

“(b) Consult with and advise each delegate referred to in section 101 of this 
Executive order and each official exercising guarantee or loan functions under 
part III of this Executive order concerning (1) the effect of contemplated 
actions on labor supply and utilization, (2) the relation of labor supply to 
materials and facilities requirements, (3) such other matters as will assist in 
making the exercise of priority and allocations functions consistent with effec- 
tive utilization and distribution of labor. 
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lormulate plans, programs, and policies for meeting defense and essential 


requirements 
t th 








Utilize the public employment service system, and enlis le coopel i 
tance of management and labor to carry out these plans and programs 
tiie myectives 
Det iine the occupations critical to meeting the labor requirements 
{ ense and essential civilian activities and wit the Secretary of Defense, 
r of Selective Service, and such other persons as the ire ent may) 
( I i levelop policies applicable to the induction and deferment « personhe 
ervice ce or civilian personnel in the resery 
| the past utl ity f tl ] rime of Labor to per 
‘ ons has derived from the Exe rde! Latterly 
Ord 10480 of August 15, 1953, the President superseded Execut 
( O161 and other Executive orders dist: iti his authority unce the 
ense P uction Ac lhe current Executive order, under w the Depart 
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ORGANIZATION 
D x the past year the Department has been organized to meet its defens« 
esponsibilities in accordance with General Order 48 The order, issued shortly 
the outbreak of hostilities in Korea, established an office of defen man 
| er (Defense Manpower Administration) within the Office of the Secretary 
i} Office was directed to develop plans, policies, and programs for meeting 
defense manpower requiremen and to review plans, policies, and programs 
developed by the various bureaus of the Departments, and to coordinate them 
rder recognized that no sharp line of delineation can be made between 
the responsibilities of the Department and its bureaus in carrying out thei 
traditional functions and in adapting those functions to the needs of economic 
mobilization An effort was made to redirect attention and staff of the De 
partment from traditional functions to the functions concerned with the Nation’s 
overriding responsibility to prepare itself to resist aggression. It is important 
that it be kept in mind that the manpower problems presented to the Nation’s 


dertaking a mobilization effort differ in degree but not kind from the prob 
table. and efficient work force to industry, even 

in the absence of an accelerated mobilization program 
The organization created by General Order 48 governed the operations of the 
Department through most of the year under review. However, toward the end 
of that year, on August 25, 1953, the Secretary of Labor reorganized his 
(ffice and the relationships of the several bureaus of the Department to his 
Office so as to provide a firm and continuing basis for the discharge of his 
duties under the defense program as well as under peaceful conditions. By 
General Order No. 68 there was created an Office of Manpower Administration, 
directed by the Assistant Secretary for Employment and Manpower, to be re- 
ponsible, among other things, for developing plans, policies, and programs for 
meeting defense manpower requirements and for directing and coordinating de 
fense manpower activities of all bureaus in the Department of Labor. It is 
significant to point out that this order recognizes the community of interest in 
the development of plans and programs for high levels of employment in peace 
time, and for the development of such plans and programs for insuring the 
proper staffing of industry and the Armed Forces in time of mobilization. The 
order also recognizes that there is a continuity between partial mobilization 
uctivities carried out under the Defense Production Act and coutinuing responsi- 
bilities for insuring an effective labor force for full mobilization, should that 


be required of us, 


ems of providing an effective, s 
| 
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Against this background of authority and organization, the functions carried 
out in the past year by the Department of Labor for the defense program ca 
be expressed best in terms of the economic climate within which the Nation, the 
defense program, and the Department of Labor operate The activities of the 
Department during the pa vear reflected the favorable bor market condi 
which obtained during the year. Employment opportunities increased and most 
segments of the economy experienced substantia gains For exal ple, the 
Federal Reserve Board index of total industrial production rose to an averaxe 
of 231.4 percent of the 1935-39 base: thus last year s e highest 4 r of ius 
trial production on record, except for the si le a 1e fise vear 1944 Lota 
employment averaged nearly 62 million, about 600,000 mot han in the preced 
ing vear, while unemployment continued downward to average 1.6 million For 
the past 12 months each mont SAW n ecol employment level for the 
month and the p ks in the past “ar represent a me employment y 
At the same time, unemployent was at postwar lows (for the respective month 
during the period Nonagriculiural employment increased nearly 1.1 million 
although farm employment continued its long-term downtrend w un average 
loss for the year of about 400,000 below the preceding year 

Similarly, in recent months a better balance between supply and demand 
for workers characterized the Nation’s individual labor markets. Of 182 maj 
areas the Department classified in July 1955, 161 areas (with well over one-] 


the Nation’s nonagricultural wage and salary workers) had balanced labor ce 
mand-supply conditions or had only mot 


! erate labor surpluses; whereas there 
were 21 areas with substantial labor surpluses in July 1952, only 16 were so 
classified in July 1953 These 16 areas accounted for only about 101,000 unem 
ployed persons. At the other extreme, five communities (Hartford, Joliet, 
Wichita, Battle Creek, and Saginaw) had general labor shortages in recent 
months. 

With such high levels of employment and relatively low levels of unemploy 
ment it follows that numerous occupational shortages would continue during the 
past year, but it appears that the size of the shortages and the number of oecu- 
pations involved began to decline toward the close of the year. Still, employers 
required many more highly skilled and technical workers than could be readily 
found, with the demand concentrating in such trades as machinists, toolmakers, 
diesinkers, and setters and in the professions, with substantial numbers of un 
filled jobs to be found for various types of engineers. Similarly, shortages of 
agricultural workers required the importation of about 200,000 Mexican national 
seasonal farm workers to augment the full employed domestie¢ labor supply. 

It should be reported, however, that with negligibly few exceptions, defense 
production schedules were not impeded or disrupted by inability of suppliers 
and supported services to obtain the labor force necessary to carry out their 
commitments to the defense program. 

By September 1952, the currently planned defense production effort had reached 
its plateau and had leveled off. In manpower terms, the peak demands for de- 
fense workers had occurred previously, as a part of the process of putting in 
place the tools and equipment for defense production and for filling the pipeline 
with raw materials and semifinished goods. It remained necessary, of course, to 
take all actions appropriate to maintain defense industry employment levels in 
the face of turnover and to maintain (and slightly to increase) the size of the 
Armed Forces after allowing fer rotation. 

Evidence of the degree to which the pressure of the defense program on the 
economy had begun to subside by the beginning of the year is found in the extent 
to which the production and materials and control agencies, as well as the price 
and wage regulatory agencies were able to reduce the number and extent of 
their regulations and controls, especially after January 1953. 

Relaxation of controls occurred throughout the fiscal year. In July, increased 
self-certification of allowances for copper and aluminum to small users is esti- 
mated to have freed about 25,000 users from the necessity to apply for alloca- 
tions. In August, further relaxation occurred in connection with controls on 
these metals and on steel. In January 1953, the ban on the construction of 
recreational building was lifted and self-certification was extended to recrea- 
tional and other types of construction. Finally, on March 28 the National Pro- 


duction Authority announced a new program to take effect July 1, 1953, which 
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would govern the distribution of steel, copper, and aluminum to producers and 
contractors on Department of Deten and Atomie Energy Commission work. 
After June 30, 1953, all controls were to be relinquished on shipments t yall other 
and civilian users except for continuing full allocation of nu kel-bearing 
et 
I September 1952, the Federal Reserve B d relaxed credit co ols on 
( ! ! y financed housing and the Federal Housing Authority and Vet 
eral \dministration relaxed wnpayment requirements for g covered 
y ns ince progralis These actions followed disclosure by t Bureau 
I r Statis s that new housing starts had fallen below as Lil wd 
ted nual rate of 1,200,000 for the 38-month period of June through August 
Yo2Z, a e which permitted relaxation under an a diment to e Defense 
Production Act relating to Credit Regulation X 
( ve I nd wage followed the neral pattern P e 
eeT ¢ ished January 1951 under t u ty of the Defense 
I Act ] ed in the of 1950 The decont of prices of goods of 
‘ n June ov I} izhout the ist half of 1952 and following 
el e Def I’ on ] ‘ ( Ludi [ su el 
’ ( tT ed ine ( l le es ppare iv consume du ables, 
I I ¢ ru \ 1.) ( re ‘ I ill food p es el 
‘ d, and by March 19538, a ontrols bad been removed from consumer 
( \ Federal rent contre were scheduled to expire by July 31, 1953, except 
hi t l efense areas ibout 27) and in these areas controls were to be 
dministered by the Office of Defe Mobilization. Rent controls were continued 
! 1 of othe ire Db ocal optior 
vy, the ] am ¢ ize \ ch had developed under provisions 
Defense Pro ection Act of 1950 wa rudually reduced and, by the end of 
\ ) he wag ( }) 1 had ended 
fhe D tment rendered assistance in the solution of manpower problems 
\ rails of detense contractors, Lu t for the most part with 
s] f skilled and technically trained personnel Many such programs 
we l it in collab it vith the materis services of the Armed Forces. 
lt ble to sharpel p special services for certa 0D supply groups 
au the year so s to fa ile heir emplo} ent in defense and civilian 
nd ‘ Among these groups were old vorkers and physically handicapped 
Ss rly, in the field of apprenticeship training, special efforts were made 
ad e ] t year to identify those crafts i which the mtinuing defense 
eht experience labe . nae mn the bsence of specific promotion 
‘ rdadit il apprenticeship training fo protect those apprentices from mil 
illu nder the Selective Service System and to permit the postponement 
‘ ili , ervice until completion of the period of training, the Department 
the past vear urged d assisted in the development of a policy of defe1 
pprentice Executive Order 10836, issued by the President, is designed 
to yy t such postponement, d at present between 5,000 and 6,000 such defe 
ine ive been granted, 
Defense production requires not only the all-around skills by craftsmen trained 
through formal apprenticeships but a » thousands of workers of more specialized 
kills developed through training on the job More than 3,000 establishments 
received technical assistance during the past year in developing and maintaining 
proer: s of this nature 
rhe tra ng of workers on the job is basically a function of industry. Never 


theless, Government agencies are able to make this function more efficient by 
providing industry with technical assistance on training problems. The Depart- 


ent has emphasized the rendering of such assistance in the past year, especially 
to establishments carrying defense production responsibilities 
\ de variety of statistical services were provided by the Department to 





other Government agencies during the past year in carrying out their responsi- 
bilities under the Defense Production Act lor example, the amended Defense 
Prod ion Act required that Credit Regulation X be released when housing 
starts were at an annual rate of 1,200,000 units for 3 consecutive months. Execu 
tive Order 10378 required the Department to make the determination when such 
conditions prevailed 

Under Defense Mobilization Order No. 4 the Department was made responsible 
for designating areas in which substantial surpluses of workers were found to 
eXi so that the provisions of order 4 for the preferential awarding of defense 





contracts became operative rhese determinations by the Department were 
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made a part of its continuing analyses of labor market conditions in all majo: 
metropolitan areas numbering 182. 

A wide variety of statistical services with respect to price and wage move 
ments was provided to ODM and its subordinate stabilization agencies during 
the year. 

In more than 5,000 cases during the year, requests to ODM for certificates of 
necessity for authority to use accelerated tax amortization were reviewed from 
the point of view of assuring that the areas chosen for industrial expansion 
were suitable from the standpoint of manpower availability. 


PLANNING FOR FULL MOBILIZATION OF MANPOWER 


The foregoing gives a brief account of the Department's activities in carry- 
ing out its responsibilities to the current, mobilization program under the De- 
fense Production Act. Perhaps of even greater long-range importance, however, 
is the work done by the Department during the past year in laying plans for 
the successful conduct of manpower mobilization during time of war. Drawing 
upon its basie statute and inferring from Executive Order 10161, the Department 
even before the beginning of the year had set down a basic framework within 
which to develop a manpower program for full mobilization. On November 27, 
1952, the Office ef Defense Mobilization assigned to the Department of Labor 
by Defense Mobilization Order 23, responsibility for planning and preparatory 
action with respect to all phases of military and industrial manpower mobilization 

The Department in developing its full mobilization program is guided by five 
basic principles: 

1. A mobilization plan for the disposition of the Nation's resources in time 
of war is indivisible. It is necessary to correlate as perfectly as possible 
programs for accelerating and disposing of all productive resources, man 
power, materials, production, equipment, utilities, ete. The Department dur- 
ing the past year has collaborated most closely with the Office of Defense 
Mobilization to insure that its manpower plans were responsive to the pro- 
duction requirements and production plans which the manpower plans are 
designed to support. 

2. Plans for the transition of the economy from peacetime to war responsi 
bilities should be drawn so as to capitalize to the greatest extent possible 
upon the practices, economic conditions and distribution of the labor force 
in effect when M-day occurs. Thus, the perfection of the organization and 
machinery of the Government to handle its peacetime responsibilities insures 
the quickest and most efficient undertaking of wartime responsibilities. 

3. Similarly, the state of the domestic economy during peacetime dictates 
to a great extent the resources and capacities which the Nation would 
have to dispose of in time of war. Thus, it is to the interest not only of 
maintaining economic stability and a high standard of living but also to 
making the Nation as ready as possible to undertake effective full mobiliza- 
tion that the Department has striven to foster, promote, and develop the 
welfare of the wage earner and the maintenance of full employment. 

4. It is necessary to win the understanding and collaboration of labor 
and management in the development of manpower-mobilization programs 
if those programs are to be effectively carried out in time of war. This 
is true because to the greatest extent possible it is intended that the free 
operations of the private-enterprise system will govern manpower mobiliza- 
tion in time of war. ‘This is to say that it will be the first responsibility 
of labor and management, working together in time of war, to carry out 
the proposed programs now being laid down. ‘To that end the Department 
shares with ODM the chairmanship of a National Labor-Management Man- 
power Policy Committee which meets frequently and which is a party to 
the development of every manpower-mobilization policy and program. Simi- 
larly, 13 parallel regional committees and 26 committees on the local-are¢ 
level are actively at work adapting national manpower-mobilization policies 
to local conditions. Because of the special problems and the special need 
for the employment of women in any future mobilization, the Department 
during the past year met frequently with a representative advisory committee 
on mobilization of women for wartime employment. 

5. The Department takes as its fifth cardinal point in manpower mobiliza 
tion that the job must be done locally with sufficient flexibility left for the 
adaptation of national manpower policies to local conditions. It is only 
by providing for such flexibility that the vastly different manpower prob- 
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lems of the many areas of the country can be accommodated in time of full 
mobilization to the national objective. 

A subcommittee of the National Labor-Management Manpower Policy Com- 
mittee has been collaborating with the staff of the Department of Labor and 
the Office of Defense Mobilization in the preparation of a comprehensive man- 
power program for full mobilization. This comprehensive program, adopted by 
the committee on August 5, lays out in very specific terms the kinds of action 
which would need to be taken in time of full mobilization to meet the manpower 
requirements of the Armed Forces, war-supporting and essential civilian indus- 
tries. The program will serve as a charter for the development of all manner 
of policy, technical, and procedural instruments for increasing the size and im- 
proving the distribution of the labor force by voluntary means in time of full 
mobilization. All aspects of the problem—economic, fiscal, production, sta- 
bilization, ete.—are addressed in the comprehensive program which has been 
laid out. It is the determination of the Department, working in collaboration 
with labor, management, and other Government agencies, to seek continuously 
to perfect the program and to provide all procedural detail necessary to making 
it immediately applicable, should full mobilization become necessary. 





DEPARTMENT OF THE iNTERIOR 


DEPARTMENT OF THE INTERIOR, 
Washington 25, D. C., September 21, 1958. 
Hon. HoMErR E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

My Dear SENATOR CAPEHART: Enclosed are summaries of the operations of 
Interior’s defense agencies for inclusion in the annual report of the Joint Com- 
mittee on Defense Production to the Congress covering the year October 1952 
to October 1953. 

The reports of the Defense Fisheries Administration and the Defense Electric 
Power Administration cover only the period from October 1, 1952, to June 30, 
1953, since these agencies were abolished as of June 30, 1953. The reports of 
the Petroleum Administration for Defense, Defense Solid Fuels Administration, 
and the Defense Minerals Exploration Administration cover the full period. 

We appreciate your committee’s interest in the progress of the programs 
being conducted by Interior’s defense administrations. 

Sincerely yours, 
Doveras McKay, 
Secretary of the Interior. 


PETROLEUM ADMINISTRATION FOR DEFENSE 


General programs conducted by the Petroleum Administration for Defense 
include the following: 

1. Forecasting of free-world demands for crude oil and its products under 
conditions of (@) mobilization and (}) possible all-out war. 

2. Determination of the supplies of crude oil available by areas in the United 
States and in other countries this side of the Iron Curtain. 

8. Determination of the usable capacity for refining crude oil by areas within 
the United States and by countries throughout the free world. 

‘* Determination of the usable capacity of all facilities commonly used in 
transporting petroleum or its products—pipelines, tank cars, tank trucks, barges, 
and tankers. 

5. Determination of what expansion, if any, is needed in production, refining, 
and transportation to meet the forecast demands. 

6. Forecasting of demands for natural, manufactured, and mixed gas under 
conditions of (@) mobilization and (6) possible all-out war. 

7. Determination of available supplies of natural gas by areas in the pro- 
ducing fields. 

&. Determination of the potential capacity for production of manufactured gas. 

9%. Determination of the transmission capacity of natural-gas gathering systems, 
trunk pipelines, and distribution systems. 

10. Determination of what expansion, if any, is needed in production or 
transportation to meet the forecast demands for gas. 
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11. Determination of the capacity of those supporting industries that con- 
tribute all or most of their output to the oil and gas industries—manufacture 
of oilfield equipment, of certain refining catalysts, and of tetraethyl lead, for 
example—and of any expansion of those industries necessary to meet forecast 
demands. 

12. Determination of the amount of materials needed in the oil and gas 
industries and closely related industries to maintain current capacity and to 
provide needed expansion. 

13. Presentation before DPA and NPA of the claims for these materials and 
the justification for the claims. 

14. Distribution of the materials allotted by DPA to PAD among the various 
operating units of the industries, giving due priority to projects most urgently 
needed in the defense mobilization program. 

15. Determination of the extent to which incentives for expansion of capacity— 
necessity certificates for accelerated tax amortization, for example, or defense 
loans—are required in each part of the industries involved. 


AUTHORITY 


PAD gets its powers from the following authcrities: 

The Defense Production Act of 1950 (64 Stat. 816) (50 U.S. C. App. Sup. V 
(1946 Ed.), sec. 2061) as amended (65 Stat. 131, 66 Stat. 296, and 67 Stat. 
29). 

Revenue Act of 1950, Sept. 23, 1950 (64 Stat. 939). 

Executive Order 10480, Aug. 14, 1953 (18 F. R. 4939). 

Defense Mobilization Order No. 30, Aug. 14, 1953 (18 F. R. 5366). 

DPA Order 1, May 24, 1951, as amended (16 F. R. 4913, 11038; 17 F. R. 
899). 

DTA Delegation 6, May 5, 1951 (16 F. R. 4149). 

NPA Delegation 9, Feb. 26, 1951 (16 F. R. 1908). 

Interior Department Order 2591, Oct. 3, 1950 (15 F. R. 6767); as amended 
Dec. 21, 1950 (15 F. R. 9529); Jan. 29, 1951 (16 F. R. 932); March 27, 1951 
(16 F. R. 2896). 

Interior Department Order 2193 established the Oil and Gas Division within 
the Department. Interior Department Order 2602, issued December 1, 1950, 
transferred to PAD most of the Oil and Gas Division functions except the 
administration of the Connally “Hot Oil” Act. 


COOPERATIVE ACTIVITIES 


PAD since its inception has established close working relations with a large 
number of other Government agencies. 

On January 17, 1951, for example, the agency concluded an agreement with 
NPA by which NPA agreed to delegate to PAD its authority over production 
and distribution of tetraethyl lead fluid, petroleum cracking catalysts, special 
inhibitors used in gasoline, lubricating-oil additives, fluids and additives made 
especially for well drilling. PAD for its part delegated to NPA authority over 
production and distribution of carbon black, ammonia, butyl rubber, and other 
synthetic rubbers and aiso delegated to NPA authority over distribution of 
naphthenates and a number of other widely used products. Effective May 14, 
1951, PAD delegated authority over the distribution of petroleum coke to the 
Administrator of the Defense Solid Fuels Administration, Department of the 
Interior. On May 7, 1951, for another example, the Defense Transport Admin 
istration delegated to PAD authority for control over facilities for bulk storage 
of petroleum and gas, since tank storage is so closely related to refining and 
marketing. 

Details of these many delegations are available in Senate Report No. 1040 
(82d Cong., 1st sess.), first annual report of the activities of the Joint Commit- 
tee on Defense Production, pages 288-290. 

With the ending of the controlled-materials plan on June 30, 1953, PAD and 
NPA jointly agreed to cancel that part of the original delegation of authority 
that gave PAD control over production and distribution of oilfield machinery and 
equipment. PAD in agreeing to the cancellation emphasized its belief that in 
the event of any future crisis the authority should again be delegated to the 
agency charged with petroleum responsibilities. 

Close working relationships have been established between the Federal Power 
Commission and PAD on matters relating to gas and between the Interstate Oil 
Compact Commission and PAD on matters relating to oil. Particularly close re- 
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lationships have been established between PAD and the Texas Railroad Com- 
mission and the Louisiana Department of Conservation as well as other State 
petroleum regulatory bodies. 

Distribution of controlled materials to oil and gas operators in foreign coun- 
tries, except for Canada, was—until the end of CMP on June 30, 1953—handled 
cooperatively by PAD, the Mutual Security Agency, and the Office of Interna- 
tional Trade. Distribution of materials to operators in Canada was effected 
through joint arrangements between PAD, the Canadian Division of NPA, and 
Canada’s Department of Defense Production, Toronto, Canada. 

PAD regularly calls on the Bureau of Mines and the Geological Survey for 
special statistical surveys and technical field studies. 

Two interagency committees are chairmanned by PAD representatives : 

1. The Foreign Petroleum Committee, which includes representatives of the 
Department of Defense (Munitions Board, Office of Petroleum Programs), the 
Department of Commerce (OIT and Maritime Administration), the Depart- 
ment of State, the Foreign Operations Agency (previously the Mutual Security 
Agency), the Defense Production Administration, and the Office of Defense 
Mobilization. 

2. The Foreign Petroleum Materials Committee, which includes representatives 
of ODM, the Department of State, the Department of Defense, OIT, and FOA. 

PAD furnishes the United States representatives on the Petroleum Planning 
Committee of the North Atlantic Treaty Organization, chairmans the working 
subcommittee of this committee, and supplies a special consultant to the United 
States Ambassador at Large to NATO, 


PROGRESS OF THE PROGRAM 


During the last half of the calendar year 1952 most of PAD’s program were 
suffering from materials shortages, aggravated by labor troubles in the steel 
industry during the summer. This situation eased somewhat toward the end 
of the year and improved rapidly in most materials in the first half of 1953. 
The improved supply of materials brought about progressive relaxation of con- 
trols, with all controls terminating June 30, 1953, except on nickel-bearing stain- 
less steel, which was continued for at least one more quarter. Relaxation of 
controls had no particularly bad effect upon PAD’s process programs except that 
quality plate continued in short supply and was delaying completion of some re- 
finery units, particularly in the alkylation program for military aviation gasoline. 
‘There was continued shortage, also, in plate required for construction of steel 
storage which was hampering completion of the storage facilities required by the 
military for its reserve supply of petroleum products. 

In the producing segment of the industry, the drilling rate in the early part 
of the calendar year 1952 appeared to be headed for a 50,000-well figure, which 
was considered to be the desirable goal. Shortages in oil country tubular goods, 
however, made it impossible to reach this figure, although a total of 45,821 wells 
were completed : 


Producing oil wells a Resmtecaare —s ailahcestatat ete 23, 466 
Producing gas wells ate nih = ; pce as ik cx: | A 
Service wells ‘ : ; sivas dagotveee Bcd s 1, 482 


Dry home... =. maine caiptcnat ere soda acciaialy, MD 


PI i selec eCtbabti nt acichint ices pasta ees aloes --. 45, 821 


Estimated productive capacity for crude oil at the end of 1952 was 7,540,000 
barrels a day. During the first 8 months of 1953 well drilling proceeded at an 
even higher rate than during the previous year, and indications were that some 
45,000 wells would be drilled, an all-time high. This increase in drilling reflected 
an ease in the supply of materials and the economic stimulation of increased 
crude-oil prices. 

Not even the 48,000-well figure, however, would meet PAD’s 1952 goal of 55,000 
wells during the year. This goal was revised downward because the agency 
realized that the materials situation would not permit the industry to attain it. 
PAD now has urged that plans be made to maintain present drilling rates in the 
event of all-out emergency and not to let materials shortages force any reduction 
of that rate. 

A July survey by PAD disclosed that since the beginning of the Controlled 
Materials Plan on July 1, 1951, the industry had started.construction of new 
basic refining facilities in the United States with an aggregate capacity for 
1,183,000 barrels a day of crude oil, planned total expansiun of these facilities 
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by 1,380,000 barrels a day. Facilities with a capacity of 750,000 barrels per 
day were scheduled for completion by January 1, 1954, with the total rising to 
1,160,000 barrels a day by July 1, 1954. 

Under the Controlled Materials Plan, which terminated June 30, 1953, 
PAD had received and processed 7,025 applications to complete or construct 
petroleum or gas projects, and 2,319 amendments. Of these, 6,349 original ap- 
plications and 2,189 amendments were approved. Applications or amendments 
denied, canceled, deferred, or returned without action totaled 806. A number 
of these deferments or cases returned without action were on applications re- 
ceived in the second quarter of 1953 for construction starts after July 1. 

The dollar value of the applications and amendments approved was, by indus- 
try categories, as follows: 


Gas ceaieeiaeeaiieaa ace 7 $2, 392, 965, 696 
Refining......... : 1, 619, 527, 898 
Supply and transportation. A! 1, 244, 851, 953 
Natural-gas processing 437, 301, 276 
Marketing ; ee 25, 895, 588 
Production aoe ’ 64, 712, 086 

VO MOND ssc sachss-sccsnsacences dae ee . . 5, 785, 254, 497 


As of August 28, 1953, PAD had received applications for accelerated tax 
amortization on oil and gas projects valued at $4,881,700,000. It had approved 
and recommended to DPA applications having a value of $3,849,688,000, for an 
average rapid amortization of 49 percent of their cost. It disallowed amortiza- 
tion on $96,410,000 of the cost and recommended denial of amortization on $451,- 
698,000. Applications amounting to $353,171,000 were withdrawn, and at the 
end of August there were in process applications amounting to $130,733,000. 

Further improvement in gas-transmission-line capacity permitted revocation 
of PAD Order No, 2, effective March 1, 1953. This order restricted extensions 
of the use of natural gas in areas where shortages threatened. Vrogressive re- 
laxation of the order and exceptions to its effect had been made from time to 
time. The outlook at the end of the 1952-53 heating season was sufficiently en- 
couraging to permit revocation of the order. 

The most serious supply problem with which PAD has had to deal in recent 
months has been the supply of high octane aviation gasoline for the military. 
This problem was being gradually met through PAD’s efforts to locate suitable 
components and channel them to plants with sufficient alkylation capacity. 
PAD also assisted the military in negotiation of additional facility contracts 
for the manufacture of the military fuel. The entire avgas situation has im- 
proved. It was possible for PAD to revoke its PAD Order No. 4, effective 
October 1, 1953. This order limited the manufacture and use of high octane 
number commercial aviation gasoline to that containing not less than 4 cubie 
centimeters of tetraethyl lead per gallon for gasoline used by domestic airlines 
and 4.6 cubic centimeters per gallon exported. 

This leaves, in effect, only PAD Order No. 3, which prohibits the use of 
alkylate and certain other blending agents in anything but aviation gasoline 
and requires the use of available raw materials for production of aviation gasoline 
as directed by PAD. 

NEED FOR THE PROGRAMS 


Progress made under the Defense Mobilization effort to expand the capacity of 
the domestic oil and gas industries to produce, transport, and process petroleum, 
its products, and natural gas, has been satisfactory in all lines. Construction 
under way should meet all of the goals by the end of 1955. The normal year- 
by-year increase in consumption, however, offsets, in part, the increased pro- 
ductivity. Consequently, the oil and gas industries must continue their normal 
expansion rate if a reasonable reserve capacity is to be maintained. Assistance 
in the procurement of materials is no longer permissible or necessary. There 
is, however, one incentive which will be of assistance in encouraging further 
expansion. This is the incentive supplied by accelerated tax amortization. 
There has been little need to make use of the direct defense-loan incentive and 
there would appear to be even less under the Defense Production Act, as presently 
extended. 

The defense aspect of petroleum supply and demand must be studied on the 
international basis, as well as upon the domestic. The security of the United 
States is intimately bound up in that of the friendly foreign nations, and security 
today is dependent on an adequate supply of petroleum products. Consequently, 








160 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


PAD must maintain a continuous study of the constantly changing international 
supply and demand figures and must confer regularly with the military on its 
forecasts of petroleum demand for the current period and for potential war 
needs. These studies, which must be kept up to date, must reflect the areas of 
potentially deficient supply and permit concentrated effort to alleviate or correct 
the deficiency. 

These continuing studies are the basis of PAB’s recommendations to the Na- 
tional Security Council, the work of PAD with the NATO group, and the recom- 
mendations which PAD can make from time to time to the oil and gas industries. 


SMALI. BUSINESS 


PAD continued throughout fiseal 1953 to assure that small business within the 
petroleum and gas industries would be fully protected. It continued to give 
special attention to the small concerns drilling oil and gas wells, by means of 
special allocations of oil-country tubular goods, so long as the controlled- 
materials plan was in effect. The success of this program is reflected by the few 
complaints from small operators and the general commendation which the allo- 
cation program has received. 

PAD likewise continued to give special consideration to small concerns re- 
questing accelerated tax amortization on new refinery facilities 


PERSONNEL AND ADVISORY COMMITTEES 


With the declining workload which resulted from the inereased supply of 
materials and gradual ending of controls during the first half of 1953, PAD was 
able to make a progressive reduction in its staff. 

On August 31, 1952, PAD had 301 full-time employees, 269 in classified posi- 
tions and 32 serving without compensation by appointment under section 710 
(b) of the Production Act of 1950. In addition, there were 39 part-time 
consultants. 

On August 31, 1953, the staff had been reduced to 80, of whom 66 were classi- 
fied and 14 serving without compensation. There were 10 part-time consultants. 

The present staff appears to be about the minimum needed to carry on effec- 
tively the remaining responsibilities of the organization. However, as oppor- 
tunity permits, further reductions undoubtedly can and will be made. 

The Gas Industry Advisory Council, established in March 1951, under section 
701 (bh) of the Defense Production Act of 1950, continued to advise the Secretary 
and PAD on gas matters relating to national defense. Its advice has been 
available to all other Government agencies. 

The National Petroleum Council, first established in June 1946, and continued 
throughout the defense-mobilization period, has likewise continued to advise the 
Secretary and PAT and other Government agencies on matters that affected 
the mobilization efforts or national security. 

The special committees were established on February 15, 1952, to help PAD 
carry out studies and make recommendations to the military with respect to 
military fuels. These are the Military Fuels General Advisory Committee and 
the Military Fuels Technical Advisory Committee. Both groups meet regularly 
with representatives of PAD and the military. 

On June 25, 1951, the establishment of a voluntary agreement relating to the 
supply of petroleum to friendly foreign nations was authorized, after consul- 
tation with the Chairman of the Federal Trade Commission, and approval by 
the Attorney General, by the Director of Defense Mobilization, in accordance 
with the provisions of section 708 of the Defense Production Act of 1950. Nine- 
teen companies participated in this agreement and made up the Foreign Petro- 
leum Supply Committee and subcommittees authorized by the agreement. This 
committee and subcommittes considered the petroleum-supply problem of the 
friendly foreign nations and recommended actions designed to prevent, elimi- 
nate, or alleviate the shortages of petroleum products which either threatened 
to or did affect the defense interests of the United States. The membership 
of the committee and subcommittees was appointed by.the Secretary of the 
Interior, as Petroleum Administrator for Defense. The work of the committee 
was usefnl to the Defense Denartment, State Department, Mutual Security 
Agency, the Office of International Trade, and the Maritime Administration in 
the Department of Commerce, 

The work of the committees under the voluntary agreement was particularly 
effective in meeting the shortages in petroleum products required by the friendly 
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foreign nations and seriously affected by the nationalization of petroleum re- 
sources in Iran. 

The Foreign Petroleum Supply Committee and its subcommittees ceased to 
function in January 1953. The voluntary agreement of June 5, 1951, was ter 
minated April 30, 1953, and replaced by a new agreement May 1, 1953. New 
committees were then appointed by the Secretary of the Interior, as Petroleum 
Administrator. These committees prepare, at the request of PAD and the mili- 
tary, special reports on worldwide petroleum supply and demand. 


DEFENSE Sorip FUELS ADMINISTRATION 
During the year covered by this report, the Defense Solid Fuels Administration 


the output of coal, coke, and coal chemicals required to meet the needs of the 
defense-mobilization program. This period was marked by the increase in the 
expansion goal for the production of coke for blast-furnace operations; a cor 
responding increase in the capacity to produce metallurgical coal; the establish- 
ment of an expansion goal for the production of coal in the Territory of Alaska ; 
and a period of suspended coal production during which the allocation powers 
of the Administration were exercised to avoid a critical fuel shortage throughout 
the Nation. Progress was made toward meeting the expansion goals for coke 
and metallurgical coal, as well as increased coal production in the Territory 
of Alaska, although on October 1, 1953, a substantial portion of the construction 
required to meet the coke expansion goal was either under construction or still 
in the planning stage and increased coal production in Alaska was still required. 


AUTHORITY FOR DSFA PROGRAMS 


The Defense Solid Fuels Administration was established by the Secretary of 
the Interior by order 2605 (15 F. R. 8718). to perform functions delecated to 
the Secretary by Executive Order 10161, dated September 9, 1950 (15 F. R 
6105), issued pursuant to the Defense Production Act of 1950. Its present 
authority is derived from the Defense Production Act of 1950, as amended (50 
U. S. c. App. Supp. V, see. 2061; Publie Law 429, 82d Cong., Public Law 95, 
83d Cong.), Executive Order 10480 dated August 14. 1952 (18 F. R. 4939), Defense 
Mobilization Order No. 30, dated September 2, 1953 (18 F. R. 5366), and Order 
No. 2726 of the Secretary of the Interior dated June 30, 1953 (18 F. R. 3804) 


DSFA PROGRAMS 


The DSFA is responsible for the development and exeention of programs 
under the Defense Production Act of 1950, as amended, for the expanded pro- 
duction, distribution, and use of anthracite, bituminous, subbituminous and 
lignitic coals, coke, and coal chemicals to meet the requirements of the defense- 
mohilization program. 

During the past fiscal vear these functions have inelnded receipt from appro- 
priate agencies of the Government of information relating to the direct and 
indirect military, other governmental, civilian, and foreign requirements for solid 
fuels and productive facilities: review and evaluation of such requirements in 
the light of the availability of solid fuels and productive facilities: continuing 
technological and economie appraisals of manpower, equipment. materials, and 
transnortation requirements and productive facilities of the solid-fuels industries 
and the distribution of solid fuels: assignment of priorities in the delivery and 
shipment of solid fuels, allocation of productive facilities and issuance of orders 
for substitutions and pooling of shipments of solid fuels in such manner as will 
promote adequate distribution of solid fuels: representation, as the Government 
claimant agency, of the solid-fuels industries in obtaining materials and equip- 
ment for maintenance, repair, and operating purposes (distributed to operators 
pursnant to NPA Order M-S87 issued October 24, 1951): and pursuant to NPA 
Delegation 14, as amended (16 F. R. 5401, 17 F. R. 1971, 8882), issuance of 
authorization to commence the construction of expanded or new facilities for 
the produetion,. preparation, and processing of solid fuels: reeommendations to 
the Defense Production Administration, pursuant to DPA Reeulation 1, as 
amended (15 F. R. 7265, 17 F. R. 1467), and subsequently to the Office of Defense 
Mobilization regarding applications by solid-fuels producers for tax-amortization 
certificates, pursuant to section 124—A of the Internal Revenue Code (Public Law 
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814, Sist Cong., 64 Stat. 939), and, pursuant to DPA Delegation 1, as amended 
November 3, 1951 (16 F. R. 11245), regarding applications for Government loans, 
pursuant to title III of the Defense Production Act of 1950, as amended, for the 
expansion of the productive capacity of the solid-fuels industries in the interest 
of the defense-mobilization program ; recommendation to the National Production 
Authority with respect to the manufacture and distribution of mining machinery 
and equipment for the solid-fuels industries ; consultation with industry advisory 
committees with respect to the availability of solid fuels and the adequacy of 
productive facilities ; recommendations to the Defense Production Administration 
as to the necessity for Government purchases or commitments to purchase, within 
such amounts of funds as may be available, solid fuels for Government use or 
resale ; liaison and consultation with Government agencies whose functions affect 
the production, distribution, and use of solid fuels, and other functions necessary 
to insure adequate supplies of solid fuels and production facilities for the national 
defense and essential civilian requirements. 

By Petroleum Administration for Defense Delegation 2 (16 F. R. 4475) the 
DSEFA also performs the above-described functions with respect to the distribution 
of petroleum coke. By DSFA Delegation 1 (16 F. R. 4590) the Secretary of 
Commerce performs the above-described functions with respect to the distribution 
of coal chemicals produced as byproducts of coke made from coal. 

Order No. 2682, dated March 31, 1952, directs the Administrator of DSFA 
to exercise the function of certifying access roads to the Secretary of Com- 
merce in connection with the production of metallurgical coal, as provided by 
the President’s memorandum dated March 3, 1952 

At the present time, with the termination of the Controlled Materials Plan 
and the substitution of the Defense Materials System, the most important pro- 
grams for which DSFA is responsible are the recommendations to Office of 
Defense Mobilization regarding applications by solid-fuels producers for tax- 
amortization certificates, pursuant to section 124—-A of the Internal Revenue 
Code, and, pursuant to DPA Delegation 1, as amended November 3, 1951, regard- 
ing applications for Government loans, pursuant to title III of the Defense 
Production Act of 1950, as amended, for the expansion of the productive capacity 
of the solid-fuels industries in the interest of the defense mobilization program ; 
and projects related to the mobilization readiness program. 


COAL MINE MAINTENANCE AND CONSTRUCTION 


During the past year. the DSFA in cooperation with other Government 
agencies has successfully met the requirements of the solid-fuels industry for 
equipment and materials to carry out its task of mining, preparing, and dis- 
tributing adequate supplies of coal. 

From October 1, 1952, through June 30, 1953, the Defense Solid Fuels Ad- 
ministration authorized and distributed controlled materials for 16 coal-mine- 
construction projects costing about $18,854,607, and provided priority assistance 
to producers for major capital additions in the amount of $808,686. The division 
of the construction projects among the various States follows: Alabama, 1 
project, $3,628,146 ; North Dakota, 1 project, $520,000 ; Ohio, 1 project, $3,200,000 ; 
Pennsylvania, 5 projects, $2,188,000; Virginia, 1 project, $2 million; West Vir- 
ginia, 7 projects, $7,368,461. 

These projects were authorized by DSFA under the terms of NPA Delega- 
tion 14 which provided that applications for authority to commence or con- 
tinue construction of facilities for production, preparation, or processing of 
solid fuels or for the allotment of controlled materials should be made to 
DSFA. 

All needs of coal producers for materials for maintenance, repair, and operat- 
ing supplies continued to be met under the self-rating system of priorities which 
had proved so effective in fiscal 1952 and materials for new construction were 
also provided in adequate quantities. As increased supplies of controlled ma- 
terials became available in the latter part of the year, controls were gradually 
relaxed and NPA Order M-87, which provided the authority for the assistance 
needed by the solid-fuels industries to obtain their needs for materials for 
maintenance, repair, and operation, was revoked July 1, 1953, as was Solid 
Fuels Order 1 which had been designed to implement and facilitate this portion 
of the work of the Administration. 
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COAL PRODUCTION, TERRITORY OF ALASKA 


As a result of the rising military requirements for coal in the Territory of 
Alaska, an expansion goal providing for an annual capacity of 950,000 tons 
was established by the Defense Production Administration in July 1952. This 
represented an increase of 400,000 tons over the estimated annual rate of pro- 
duction at that time. During the year, DSFA was instrumental in retaining 
in production one of the largest producing companies in the Territory, when, 
through a technicality, it was threatened with the forfeiture of its lease. DSFA 
also recommended financial assistance for two coal producers in the Territory 
in order to permit them to expand their operations. 


COKE OVEN CONSTRUCTION PROGRAM 


During the year covered by this report, the expansion goal for oven coke 
for blast-furnace operation was increased an additional 1,800,000 tons, bringing 
the revised goal to 85,800,000 tons by January 1, 1955, and raising the metal- 
lurgical coal requirements an additional 2,500,000 tons. During the year, coke 
ovens were put into operation with an annual capacity of 6,006,600 tons. The 
capacity lost through the dismantling of overage ovens, however, totaled 1,637,- 
200 tons, leaving a net gain in capacity of 4,369,400 tons. 

During the year DSFA authorized and distributed controlled materials for 
18 coke-oven projects costing approximately $55,560,000. Special priority as- 
sistance for component parts, costing $93,800, was provided in 20 instances. 

In addition to the construction of new coke-oven capacity to reach the expan- 
sion goal of 85,800,000 tons established by the Office of Defense Mobilization, 
it is also necessary to reconstruct a large number of ovens which will be forced 
out of production because of obsolescence. A tabulation of the ovens in opera- 
tion and their productive capacities as of December $1, 1952, compared with 
December 31, 1950, is given below: 


Number of byproduct coke ovens in operation by age group 


As at Dec. 31, 1950 As at Dee. 31, 1952 


Number Percent of Number Percent of 


of ovens total of ovens total 

Under 5 years 2, 248 15.0 2, 635 16.7 
5 to 10 years 2, 306 15. 4 1, 989 12.6 
10 to 15 years 1, 868 12. 5 2, 470 15.7 
15 to 20 years 610 4.1 1, O88 6.9 
20 to 25 years 1, 261 8.4 734 4.7 
25 years and over 6, 689 44.6 6, 844 43.4 

Total 14, 982 100. 0 15, 740 100.9 


Annual coke capacity of the above ovens in thousands of net tons 


As at Dec. 31, 1950 As at Dec. 31, 1952 
Annual Béecent of so Pereent of 
coke tota ce ce. total 
capac y Capacl y 
Under 5 years 11, 987 16 14. 579 18.9 
5 to 10 years - 12, 341 17. ( 10, 359 13.4 
10 to 15 years od 10, 571 14. ¢ 13, 377 17.3 
15 to 20 years 2, 701 3.7 5, 742 7 
20 to 25 years 7, OOF 8 4, 160 . a 
25 years and over 27, 792 38. 4 29, O76 37.6 


Tetalsciwcs 72, 488 100. 0 77, 293 100.0 
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While the coke oven construction program will not reach its expansion goal on 
schedule, it does not necessarily follow that we shall be faced with shortages of 
coke for essential uses. The coke expansion program is designed to support the 
new requirements created by the blast furnace expansion program, and a shortage 
of coke will develop only if blast furnace capacity expands more rapidly than our 
coke capacity It is possible, of course, that during the next year, when a 
relatively large number of blast furnaces will come into operation, the present 
balance may be upset and oven coke may become tight. It is believed, however, 
that production of coke from the beehive ovens can be increased to meet the 
expanded demand. Beehive coke is generally inferior in quality to oven coke and 
it is not purchased when byproduct oven coke is available. However, beehive 
ovens can be quickly started up and shut down, and this has been a feature in 
their favor for meeting peak-load conditions. 


RESOURCES SURVEY, OFFICE OF DEFENSE MOBILIZATION 


During the year, DSFA made a study of solid fuels resource problems in con- 
nection with an ODM project designed to determine the requirements for a 
mobilization base capable of developing the fullest production effort within the 
shortest possible time in the event of an all-out war. This involves the problems 
of maintaining coke oven capacity after attainment of the 85,800,000 ton goal, the 
capacity of metallurgical coal mines, adequacy of rail transportation to handle 
greatly increased coal output, and the availability of manpower. 

DSFA studies indicate that maintenance of coke capacity adequate to meet full 
mobilization requirements will require special measures after the attainment of 
the defense mobilization goal of 85,800,000 tons of byproduct coke capacity. These 
studies point up the fact that unless the coke industry continues to build new 
ovens or undertake other measures to maintain capacity, the industry’s byproduct 
eapacity will decline steadily as the result of the retirement of overage ovens. 
Once the major part of the defense production task is completed, the full capacity 
of the steel industry, as expanded to meet mobilization demands, is not expected 
to be fully utilized and the incentive to construct additional coke-making facilities 
will be lacking. 

INDUSTRY FINANCE 


Applications for rapid tax amortization of coal and coke facilities are referred 
to the DSFA for analysis and recommendation. The DSFA recommendations are 
submitted to the Office of Defense Mobilization which has the final authority 
to certify or deny the applications, and, if they are certified, to set the amortiza- 
tion percentage 

Policies on tax amortization for solid fuels facilities developed by the Defense 
Solid Fuels Administration have limited approvals of necessity certificates for 
such facilities almost exclusively to coke plants and metallurgical coal mines. 

Applications for accelerated tax amortization of new coke ovens have been 
generally certified at the rate of 75 to 85 percent in the case of integrated steel 
companies and at the rate of 85 percent in the case of merchant plants. Under a 
policy adopted in April 1952, the percentage recommended for reconstruction of 
overage coke ovens has averaged about 45 percent for both integrated and mer- 
chant piants. Certifications for metallurgical coal mines have been at the rate of 
about 60 percent. 

For the period September 1, 1952, to August 31, 1953, certificates of necessity 
for rapid tax amortization of essential coal and coke facilities were recommended 
by DSFA for 18 projects costing about $48,145,000. The 9 coal projects recom- 
mended, costing about $12,270,000 will provide, when completed, a metallurgical 
coal capacity of about 1,872,000 tons. The 4 approved coke projects, costing about 
$35,875,000 will have an annual capacity of about 1,115,000 tons, including both 
new capacity and reconstruction. Applications totaling $95,278,000 were denied. 
As of September 1, 1953, 19 applications for rapid tax amortization, totaling 
$38,662,000 were being processed. 

Of the 11 applications processed during the year covered by this report, for 
loans aggregating $3,592,586, 2 were approved, 8 were denied and 1 was with- 
drawn. The approved loans provided $1,257,000 for the development of coal 
mines in the Fairbanks area of Alaska. 

A detailed tabulation of the status of necessity certificates for solid fuels 
facilities as of August 31, 1953, is provided in the accompanying table. 
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EMERGENCY COAL DISTRIBUTION PROGRAM 


The importance of the powers delegated to DSFA with respect to coal dis- 
tribution was graphically demonstrated during the coal strike in October 1952, 
when, by utilizing these powers promptly, the impact of the strike was minimized 
and the needs of essential consumers were met. 

Solid Fuels Order 4, prohibiting coal shipments from mines affected by a work 
stoppage, was issued on October 19, 1952, following the disapproval of the terms 
of the new soft coal wage agreement by the Wage Stabilization Board. The 
purpose of the order was to provide an emergency supply of fuel which could 
be distributed during a strike period to consumers in urgent need. 

During the work stoppage, DSFA directed shipments involving about 40,000 
tons of coal to consumers who certified that they had only a few days’ supply 
on hand. These directed shipments included 9,000 tons shipped to users classed 
as essential to public health and welfare; 8,000 tens to defense installations ; 
7,500 tons to railroads ; and 6,000 tons to industrial consumers. Food processing 
plants received 2,300 tons; schools 1,000 tons; and miscellaneous consumers 
about 5,700 tons. Large quantities were also supplied to retail dealers whose 
shipments were exempted from the freeze by the terms of the order. Nine area 
distribution managers were appointed to serve during the strike period and 
assisted in handling the work involved in the emergency distribution program. 


DSFA STAFF 


On September 1, 1953, there were nine employees on the rolls of the Defense 
Solid Fuels Administration, all of whom were occupying classified positions on 
a full-time salary basis. Thirty-day notices of termination of services were 
given to three employees during the last week in August and further reductions 
in personnel will have to be made shortly. 
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DEFENSE MINERALS EXPLORATION ADMINISTRATION 
1, PROGRAMS CONDUCTED 


The Defense Minerals Exploration Administration conducts only one program 
under the authority of the Defense Production Act, known as the exploration 
program. This program is set forth in DMEA Order 1 of March 7, 1952, as 
amended (17 F. R. 2090; 18 F. R. 2059, and 18 F, R. 2845). 

Access roads 

In connection with the exploration program, however, DMEA participates in 
the access road program. Pursuant to the President's memorandum of March 
3. 1952, to DMPA and the Secretary of the Interior, access roads primarily for 
the purpose of exploration and related development of strategic and critical 
minerals, are certified to the Secretary of Commerce by the Secretary of the 
Interior or at his direction are certified by the Administrator of DMEA. This 
program is administered in cooperation with DMPA and its staff, since DMEA 
bas no separate staff for the access road program. The field work in this con- 
nection is performed by the Bureau of Mines and the Geological Survey. Inas- 
much as the costs of most access roads for exploration purposes are small, in 
order to expedite construction these costs are usually included as part of the 
exploration project costs and, therefore, such access roads are not certified to 
the Secretary of Commerce. 


2. AUTHORITY FOR THE PROGRAM 


The exploration program of DMEA is carried out currently under the authority 
of the Defense Production Act of 1950, as amended (64 Stat. 798, 50 U. 8S. C. 
App., secs, 2061-2166; Public Law 429, 82d Cong.; Public Law 95, 83d Cong.) ; 
Executive Order 10480 (18 F. R. 4939), and by delegation from the Director of 
the Office of Defense Mobilization (Defense Mobilization Order No. 30, 18 F. R. 
5366). The authority to conduct the exploration program was vested by the 
delegations above referred to in the Secretary of the Interior, and by him 
delegated to the Administrator of Defense Minerals Exploration Administration 
by Interior Order 2726 (18 F. R. 3804). By letter dated April 13, 1953, to the 
Secretary of the Interior, the Director of the Office of Defense Mobilization 
ordered that “to the maximum extent practicable, assistance should be extended 
only to those minerals in the high urgency rating bands of the DPA document 
on rating bands.” This necessitated the removal of a number of minerals from 
the list of those eligible for exploration assistance. By letter dated August 
$1, 1953, to the Secretary of the Interior, the Director of the Office of Defense 
Mobilization placed the followed additional restrictions on the exploration 
program : 

(1) That the DMEA, unless unusual circumstances otherwise require 

(a) Kliminate further contract arrangements which obligate the Govern- 
ment to stand 90 percent of the cost. 

(b) Make exploration assistance funds available only to producers of 
minerals Which are in relatively shortest supply for defense needs. 


3}. SUMMARY OF PROGRAM 


Pursuant to the exploration program (DMEA Order 1) Defense Minerals 
Exploration Admininstration enters into contracts with private parties under 
the provisions of which the Government contributes to the costs of approved 
projects for exploration for unknown or undeveloped sources of strategie or 
critical metals and minerals in the United States, its Territories or possessions. 
The Government contributes to these costs 50, 75, or 90 percent thereof, depend- 
ing upon the particular mineral that is the subject of the exploration contract. 
In the event that more than one mineral is involved, the allowable percentage 
of Government contribution is apportioned between them. Only the direct costs 
of the work are allowable for contribution by the Government, including labor, 
supervision, and consultants; workmen's compensation and employers’ liability 
insurance and payroll and sales taxes; operating materials and supplies; operat- 
ing equipment ; rehabilitation or repairs of existing buildings, fixtures, and equip- 
mient; necessary construction or installation of buildings or fixtures; repairs 
and maintenance of equipment; analytical work; and accounting. No projects 
are accepted for contribution by the Government except after examination and 
pursuant to sound engineering and geological principles, with definite plans and 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 169 


specifications for the work to be accomplished. Ordinarily, projects will not be 
approved for work which would require more than 2 years to accomplish, and 
the time limit fixed for most projects is much less. 

Until Executive Order 10480, the exploration program of DMEA was “subject 
to the direction and control of the Defense Materials Procurement Adminis- 
trator.” This overriding authority was transferred to the Director of the 
Office of Defense Mobilization by Executive Order 10480. 

Policy and operating committees 

Within the Interior Department itself, the functions of Defense Minerals 
Exploration Administration have been under the broad control of a Policy 
and Coordinating Committee composed of the Assistant Secretary of the Inte- 
rior for Mineral Resources, as Chairman, the Administrator of Defense Minerals 
Exploration Administration, the Director of the Bureau of Mines, and the Di- 
rector of the Geological Survey. 

Defense Minerals Exploration Administration does not employ a technical field 
staff, but relies upon the services of the technical staffs of the Bureau of Mines 
and the Geological Survey for all field examinations, reports, and the adminis- 
tration of exploration contracts. These technicians of the Bureau of Mines 
and Geological Survey comprise field teams in each of the eight regions among 
which the work is distributed, under the direction of a regional field team 
executive officer. Instructions to and correspondence with the field teams are 
conducted through an operating committee composed of a representative of 
DMEA as chairman, and representatives of the Bureau of Mines and Geological 
Survey. 

Funds allocated for program 

Funds for carrying out the exploration program are procured by borrowing 
from the Treasury under the authority of the Defense Production Act. Since 
the inception of the program in April 1951, to September 1, 1953, a total of 
$17,500,000 of borrowed funds have been made available. As of September 1, 
1953, $15 million of this amount has been obligated for exploration project 
contracts. 

Cooperation with other agencies 

DMEA frequently makes use of the files of RFC in passing upon applications 
for exploration contracts, and does not.enter into such a contract if RFC has a 
claim against the property without first obtaining clearance from that agency. 
The Atomic Energy Commission is consulted with respect to applications for min- 
erals of interest to that agency and its approval is obtained for contracts involving 
such minerals. General Services Administration is consulted in connection with 
proposed exploration contracts involving properties which may be involved in 
production contracts with that agency. The Audit Division of DMEA cooperates 
and collaborates with the General Accounting Office in its auditing program. 


4, SUMMARY OF EFFECTIVENESS OF THE PROGRAM 


DMEA has made continued efforts to streamline its operations and to expe- 
dite processing of applications and disbursements of funds to operators. It 
has endeavored to simplify and maintain all phases of its operations upon a 
businesslike basis. DMEA has further standardized its administrative pro- 
cedures and conducted periodic studies of the time required for processing 
applications and for making disbursements under contracts. These studies 
have resulted in marked improvement in the time required to complete these 
operations. 

Applications 

During the period from August 31, 1952 (the date of available figures given 
in the Second Annual Report of the Joint Committee on Defense Production), 
to August 31, 1953, DMEA received 476 applications for aid for exploration, 
bringing the total number of applications received since the beginning of the 
program to 1,968. The 1,968 applications include proposals for exploration 
projects located in 41 States and Alaska. In the period August 31, 1952, to 
August 31, 1953, 268 applications were denied and 109 were withdrawn. On 
August 51, 1952, 288 applications were being processed, and as of August 31, 
1953, 190 applications were being processed. 
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Contracts 


A total of 554 contracts have been executed since the program started, 197 of 
these contracts having been executed since August 31, 1952. Contracts have been 
executed for exploration of 26 different minerals in 31 States and Alaska. Of 
the 554 contracts executed, 209 have been canceled or terminated, leaving 345 
in force as of August 31, 1958. Of the canceled and terminated contracts, 44 
of them were canceled before work began and before any money was spent by 
the Government. The total estimated cost of the remaining 165 terminated 
contracts was $3,785,988, with Government participation amounting to $2,420,250. 
However, the Government actually spent only $1,520,208. 

Certifications of discovery or development 

Fifty-eight projects have been certified by DMEA as discoveries or develop- 
ments, 44 having been certified since August 31, 1952. Under DMBA Order 1, 
us amended, the Administrator at any time after start of work, but before 6 
months after termination of contract or completion of work, may make a 
certification of discovery or development of a project, when in his opinion pro- 
duction is likely to be made as a result of the exploration work. Of these 58 
certified projects, 44 have been terminated or completed and 14 are still being 
explored under their contracts. Total estimated cost for these 58 certified 
projects was $1,913,147, of which the Government’s share was $1,444,621. How- 
ever, the Government has spent to date only $871,959 on these 58 projects. These 
58 certified projects are located as follows: 

Arizona: Copper, 1; lead-zinc-copper, 1. 

Arkansas: Manganese, 2. 

California: Tungsten, 1; zinc-copper, 1. 

Colorado: Fluorspar, 1; lead, 1; lead-zinc, 5; lead-zine-copper, 2; tung- 
sten, 2; uranium, 2. 

Florida: Rutile, 1. 

Georgia: Beryl-mica, 1. 

Idaho: Lead-zinc, 1; lead-zinc-copper, 1; monazite, 1; tungsten, 2. 

Illinois: Fluorspar, 1. 

Iowa: Lead-zine, 1. 

Maine: Beryl, 1. 

Missouri: Zinc-lead, 1. 

Montana: Lead-zinc, 1; tungsten, 2. 

Nevada: Copper, 1. 

North Carolina: Mica, 9; tale, 1. 

South Dakota: Beryl-mica, 2; mica, 1. 

Utah: Copper-lead-zine, 1; lead-zine, 1; uranium, 1. 

Washington: Antimony, 1; lead-zine, 8. 

Wisconsin: Lead-zine, 3. 

Wyoming: Sulfur, 1. 


Repayments 


Under the provisions of all contracts, repayments of contributions by the Govy- 
ernment are made on a percentage royalty basis on net proceeds from any ore 
shipped as a result of the exploration project, if the Government certifies that 
a discovery or development has been made. Repayments are made by the oper- 
ators, or their successors, for a period of 10 years from date of contract (in 
special cases they may be for a longer period), or until the total Government’s 
contribution is repaid (without interest). Two operators have repaid the Gov- 
ernment’s contribution in full, and 49 others have made royalty payments. Total 
repayments amount to $92,918, of which $72,013 was paid since August 31, 1952. 
The royalties so far received are principally from ore recovered during the ex- 
ploration work and will undoubtedly increase substantially as the mines are 
developed and preparations for mining are started. These operations, however, 
will require some time to complete before full production is realized. These 
royalty payments will be received for a period of 10 years after the projects are 
started, and in some cases for longer periods up to 20 years. Although these 
royalty payments are small at present, a substantial return on the Government’s 
contributions to successful projects is indicated. 

The success of the programs may be measured by the fact that 75 properties 
are shipping ore found in the course of the exploration work, and 65 other 
projects have showings of ore. Of the 75 projects shipping ore, 22 have been 
certified. Field reports indicate that many of the uncertified projects now ship- 
ping, or having ore showing, will ultimately be certified. These projects have 
not advanced sufficiently to evaluate the deposits indicated, but sampling and 
ussaying and other favorable factors such as past production records and geo- 
logical data favor their ultimate success, 
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5. NEED FOR THE PROGRAM 


Programs conducted under the Defense Production Act are designed to expand 
productive facilities beyond levels needed to meet civilian demands. However, 
facilities for mining must await the discovery and development of ore bodies, 
and generally there is a timelag of several years between the location and actual 
exploitation of mineral deposits. The search for sources of minerals and metals 
is an activity that must be initiated well in advance of production. Furthermore, 
exploration itself is a time-consuming business and one involving substantial 
risk. 

The defense minerals exploration program encourages private industry to take 
the essential first step in looking for domestic sources of minerals and metals 
which traditionally have been in short supply during times of emergency. Do- 
mestic sources of supply are insufficient to meet even normal peacetime require- 
ments for many minerals and metals, and in time of war reduced availability 
of these materials from abroad places those vital to military needs in a highly 
critical category. Reserves of scarce materials discovered through exploration 
work now performed represent in a very real sense a stockpile in the ground that 
may be drawn upon whenever needed. As insurance against future contingencies 
an aggressive exploration program for minerals and metals in shortest supply 
should be pursued intensively even though immediate production goals may have 
been achieved. 

Originally the DMEA program included a search for 34 strategie and critical 
minerals and metals in short supply. As the emergency lessened the shortages 
of some of these minerals became less acute. In recognition of this immediate 
situation ODM, under date of April 15, 1953, issued a directive to DMEA to 
restrict exploration assistance to specified minerals and metals then in short 
supply. This action reduced the number of minerals eligible for exploration 
aid to 19. DMEA accordingly amended DMEA Order 1, May 15, 1953. By letter 
dated June 1, 1953, ODM modified its directive of April 15, 1953, to permit process 
ing of applications for assistance for exploration, on record as of May 15, 1953, 
of minerals no longer eligible. At that time there were some 80 such applications 
on file. Of these 80 applications, 49 have been processed. Further restrictions by 
ODM as to minerals eligible for exploration have been made by letter dated 
August 31, 1953, which will affect future exploration assistance. This directive 
reduces the number of minerals eligible for exploration to those in current 
shortest supply for the defense program, and eliminates further contract arrange- 
ments for minerals in which the Government participates to the extent of 90 
percent of the cost of exploration. 


6. SMALL-BUSINESS PARTICIPATION IN THE PROGRAM 
‘ 


Small business, represented by individuals, partnerships, and corporate enter- 
prises, as well as more sizable operators, has had an active part in the program. 
The small operator has been attracted to highly strategic minerals not found 
in the United States in deposits of sufficient size to attract large companies. In 
the case of many of these minerals, the domestic production comes wholly from 
small operators. Maximum encouragement has been given to small operators 
because of the urgent need for the more critical and strategic minerals. The 
role of small business in the program is exemplified by the fact that two-thirds 
of the contracts executed by DMEA are with small operators, mainly individuals 
or partnerships. About one-half of the contracts call for total expenditures of 
$24,000, or less, and approximately one-third of the contracts provide for the 
operator to spend less than $3,000 of his own money to complete the contract. 


7. ORGANIZATION AND PERSONNEL 


As of September 15, 1952, DMEA had 55 employees on its rolls. It now has 57 
employees. Of these, 50 are assigned to Washington and 7 are in the field, one 
being a part-time employee. The six full-time field employees comprise a staff of 
auditors who have the responsibility of making final audits of operators’ ac- 
counts and to determine the propriety of payments under exploration contracts 
and regulations, as well as of ore shipments and royalty payments on certified 
projects in conformance with GAO practice. These field auditors are located 
in Denver, San Francisco, and Spokane. 

In addition to the employees on DMEA rolls, the program utilizes the services 
of technical personnel of the Bureau of Mines and Geological Survey. Field 
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teams have been established in eight regions to perform technical examinations, 
appraisals, and inspection work. Each region is supervised by an engineer or 
geologist designated as the DMEA executive for the region. Five of the execu- 
tive officers are employees of the Bureau of Mines and three are employees of the 
Geological Survey. 


DMEA field offices 


Region I—Alaska: Post Office, Box 2990, Juneau, Alaska. 

Region 1I—Washington, Oregon, Idaho, and Montana: South 157 Howard Street, 
Spokane 4, Wash. 

Region I1I—California and Nevada: 1012 Flood Building, 870 Market Stret, 
San Francisco 2, Calif. 

Region 1V—Arizona, New Mexico, Colorado, Utah, and Wyoming: 224 New Cus- 
tomhouse Building, Denver 2, Colo. 

Region V—North Dakota, South Dakota, Nebraska, Minnesota, Iowa, Wisconsin, 
and Michigan: 2908 Colfax Avenue, South Minneapolis 8, Minn. 

Region VI—Kansas, Louisiana, Oklahoma, Texas, Arkansas, and Missouri: 221 
West Third Street, Joplin, Mo. 

Region VII—Tennessee, North Carolina, South Carolina, Georgia, Florida, Ala- 
bama, and Mississippi: Room 13, Post Office Building, Knoxville 2, Tenn. 

Region VIII--Illinois, Indiana, Ohio, Kentucky, Virginia, West Virginia, Mary- 
land, Massachusetts, New York, Vermont, Maine, New Hampshire, Connecticut, 
Rhode Island, New Jersey, Delaware, and Pennsylvania: Bureau of Mines, 
Eastern Experiment Station, College Park, Md. 


Report of exploration assistance applications for August 1953 


During August: 


Applications in process as of July 31, 1953_- ih eC bathed bes 221 
Applications received during August_--- asics cis Salasheiaaidid cde sxediacusunleke 21 

Total i ; . ddd cate dsaies Same 
Contracts executed i Bishi he hc lcs ahve deitaptini 11 
Applications denied ’ dea . kta Rabi hSD DL cidade asa 30 
Applications withdrawn a a A a ihe tied ceteicn ueaaen 11 

Total eas saieiteialaiaiaan eet adel pabd edb eteatiteniaduraniedcat o2 

Total applications in process as of Aug. 31, 4953 a _ 190 
Applications approved and contracts prepared during August____-- ts 15 
Contracts approved but not yet executed by applicant--____--__-__-_ 13 


Stages of completion of applications in process: 
Applications in stage of preliminary analysis by Commodity Division 
engineers, Bureau of Mines and Geological Survey commodity 
specialists oni hinemineathsieeng dita een 13 


Applications awaiting additional information from applicant._____-- 15 
Applications with field teams for on-site examination_________-_____ LO5 


Applications in final stages of processing: (a@) Contracts prepared 
but not yet executed by applicant, (0) contracts or denial letters 
being prepared, (¢) applications on which field-team reports have 
been received and final action is to be taken ; - o7 


Location of applications in process: 


Base Metals Division - “ 5 niall i . 12 
Iron and Ferro Alloys Division he ae calli cca te ae 23 
Nonmetallic Minerals Division , seaitininen since 21 
Rare and Miscellaneous Metals Division _~ iat ate 23 
Chief Counsel’s Office J sighs iesinaieitet diana Rectiiaate ae, 6 

Total : . oan is: tein na bianca eieeneiitiiadbrieltuniictinal S85 

Field teams (for on-site examinations) : 

Region I = ‘ scuba seis nica 1 
Region II — he meets 7 


Region III ; ‘ ‘ i etic sca as z 13 
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Report of exploration assistance applications for August 1958—Continued 


Field teams (for on-site examinations )—Continued 
Region IV ___ " 
Region V —__ ici . : 
Region VI____- ee = 1 
Region VII ‘ ' al ; : 4 ints 
Region VIII becasal : ; 2 


Total... : : 105 


Grand total in process__._____ é : li ee 190 
Amendments to contracts executed as of July 31, 1953_-..__---_--_________ 978 
Amendments to contracts executed this month cai aia ta tala 46 


Total oe: : iaihaiiaaael paaaienenanereneNaaaaa 1, 024 


Status of applications for exploration assistance through August: 











Applications approved and contracts executed 5d4 
Applications denied : pare ea Re eee ene . S77 
? Applications withdrawn s Gee . 347 
Applications in process ae . 190 
Total number of applications received Sac a eee a 
148 applications being processed within delegation of authority, region IV. 
ipplications received during August 1953 
Number of Estimated 
Commodity applica State cost of 
tions pre 
Cobalt-copper 1 Idaho $492. 790 
Copper-nickel 1 | Washington 02° 666 
Copper-tungsten 1 | New Mexico », 990 
Manganese 4 | New Mexico, Utah, Washington, Wyoming 40, 885 
Mica North Carolina f 5 
Thorium 1 do 100, 000 
Tungsten § | California, Colorado, Montana 97, 910 
Uranium 4 | Colorado (2), New Mex 2 1, 724 
Uranium-thoriun I Arizona 58, 940 
Total 21 1, 245, 930 
No amount estimated on 1 application 
Contracts executed during August 1953 
Govern rotal 
Name of operator County State Commodity ment par- ee 
t vation — 
Howard, A. L Bethel Record Alaska Platinun $10, 800.00 | $12, 000. 00 
T) t “ft 
itt J al 
Division 
° Jaquays Mining Corp Gils Ar na Ashestos 23. 400. 0 9 100. 00 
Uranium Mines, Ine Californ Uraniu 5 867.00 620. 00 
Shenandoah-Dives Minin Colorad I 1 pI 105, 950. 00 21 “ 0 
Co 
Empire Miea Co Upson Geor i NI 7, 740. 00 & 600. 00 
Idaho Custer Mines, Ine Custer [dal | 18, 868. 80 17, 737. 60 
Pierce, Roger V Lemhi lo i 1, 850. 00 63. 700. 00 
rhe Golden Anchor Minin Powell Montana 8 00 l 
& Milling Co., Cons., It 
Garnet Tungsten Mining Ce Eleo Nevada I 16, 320. 00 2 
Boone, Rex I Cleveland N Caro Mica 085. 00 650. 00 
Mineral Uranium Corp Grand Utal Ur u 1, 215. 00 1, 350. 00 
Total 284, 453. 80 501, 043. 60 
Note {n addition to the above-listed executed contracts 13 contracts e been approved, but not yet 
executed by applicant, amount to $234,151 Government part tion and $326,315 total value 
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Name of operator 


Name of operator 


Arizona Metals Co 


Contracts terminated during August 1953 


State Commodity 
Montana Lead-zine 
Wisconsin Zinc-lead 


Contracts canceled during August 19538 


State Commodity 


Arizona. Lead-zine 


Govern- 
ment par- 
ticipation 


$8, 970 


55, 215 | 


Govern- 
ment par- 
ticipation 


$23, 050 


Total 
value 


17, 940 
310, 430 


328, 370 


Total 
value 


$46, 100 
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TABLE IV. 


REGIONAL DISTRIBUTION CUMULATIVE THROUGH AUG. 31, 1953 


Disbursements by region and by month 











Region Regional disbursements | Region—Continued Regional disbursements 
I $498, 899. 85 | VI $396, 625. 49 
an 2, 187, 855. 68 | VII 376, 200. 25 
Ill 909, 845. 60 VIII 250, 206. 71 
IV 2, 621, 326. 66 | - 
\ 522, 077. 39 Total ; 7, 763, 037. 63 
MONTH DISTRIBUTION THROUGH AUG. 31, 1953 
Month-by- | Cumulative Month-by- | Cumulative 
Month month dis- disburse Month month dis- disburse- 
bursement ment date bursement ment data 
1951—July $12, 125. 62 $12, 125. 62 1952—October_ .. 75 | $4,344, 008. 65 
August 64, 764. 53 76, 890. 15 November . 06 4, 794, 231.7 
September 238, 885. 60 315, 775. 75 December. ). 64 5, 141, 288. 35 
October . .. 229, 621. 57 545, 397. 32 1953—January 16 5, 593, 090. 51 
November 211, 127. 61 756, 524. 93 February 305, 978. 26 5, 899, 068. 77 
December 217, 054. 64 973, 579. 57 March 358, 390. 45 6, 257, 459. 22 
1952—January . 261, 280. 43 1, 234, 860. 00 April 306, 482. 97 6, 563, 942. 19 
February 245, 613. 20 1, 480, 473. 20 May.... 182, 194. 01 6, 746, 136. 20 
March 231, 786. 38 1, 712, 259. 58 June 431, 219. 20 7, 077, 355. 40 
April 298, 113. 56 2, 010, 373. 14 July 301, 141. 12 7, 378, 496. 52 
May 346, 528. 97 2, 356, 902. 11 August. 384, 541. 11 7, 763, 037. 63 
June 329, 879. 73 , 3, 781. 84 — ——- 
July 318, 734.92 | 3,005, 516. 76 Total through 
August 307, 488. 00 3, 313, 004. 76 August 1953.| 7, 763, 037. 63 i 
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316, 037. 14 


3, 629, 041. 90 
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TABLE IX.—Applications received and their stutus—Commodity distribution (as 
of Aug. 31, 1953) 
Dispositions of applications 
Total Number 
Commodity number in a 
received | process diene a enanbadll “Shane Witt 
7 rawn 

Antimony 32 ( 32 12 13 7 
Asbestos $7 f $1 17 15 Y 
Bauxite 2 ) 2 0 0 2 
Beryl-mica 76 5 71 20 41 10 
Cadmium l 0 l 0 0 l 
Chrome 7 ) 7 0 " l 
Cobalt-nickel 39 4 } t 21 ~ 
Columbium-tantalum 11 1 10 6 l 
Copper ] 4 47 33 74 40 
Corundum 4 3 { 
Diamond 1 0 0 0 
Fluorspar 24 ) 9 6 
Graphite ) ; 2 0 
Iron 2 26 2 10 14 
Kyanite 2 2 ) 2 0 
Lead-zine l 32¢ 150 128 48 
Lead-zinc-copper 8 & 37 88 33 
Manganese 2 12 60 30 
Mercury 3 2 41 20 14 7 
Mica 295 31 264 yo 135 3u 
Molybdenum 6 ( th 0 3 3 
Monazite 22 l 21 } 13 4 
Platinum $ 4 l 3 0 
Quartz 5 0 9 0 3 2 
Rare earths s ) s ( 7 l 
Rutile 2 ) 2 1 l 0 
Sulfur f l 3 l 1 
Tale 16 ) 16 1 13 2 
Thorium 6 3 3 2 l 0 
Tin 19 l 18 5 9 4 
Tungsten 301 29 272 73 139 60 
Uranium 162 tf 116 2 52 22 
Miscellaneous 6 ( f 0 5 1 
Total 1, 968 190 1,778 554 877 347 
1 These applications were filed in the early days of the program for minerals or metals not covered by 

DMEA Order-1 (at that time MO-5 
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TABLE X 





TABLE XI, 


{pplications received and their status 


Aug. 31, 1953) 


Total 
tate } number 
received 


16 3 
25 1 
145 11 
24 
212 ll 
220 32 
) 0 
2 0 
27 6 
172 11 
8 0 
2 0 
2 0 
2 0 
2 0 
2 0 
1 0 
8 0 
6 1 
2 0 
1 l 
150 1¢ 
149 s 
11 l 
} 0 
oS Ss 
5 0 
276 24 
3 l 
24 2 
3 0 
0 
9 2 
q 0 
142 23 
7 0 
8 1 
aR 12 
l 0 
27 0 
s 
1, 968 190 


Applications received and their status 


Aug. 31, 1953) 


Total Number 
Region } number in 

received process 
2. l 

439 41 

61 20 

O05 Ss 

95 | 6 

5 

87 35 

53 2 


Number 
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State distribution 


(as of 


Dispositions of applications 


Total 
disposi- | Executed! Denied With- 
tions drawn 
13 2 4 7 
24 14 6 4 
134 28 7 33 
21 5 9 7 
201 32 116 43 
188 72 8 33 
2 0 1 1 
2 1 1 0 
21 7 10 4 
161 62 69 30 
s 3 2 
2 1 1 0 
2 0 0 2 
2 0 1 1 
2 1 0 1 
2 6 2 0 
l 0 1 0 
. 1 3 4 
5 0 5 0 
? 0 1 1 
14 7 3 4 
134 50 64 20 
141 31 79 1 
10 3 7 0 
3 2 l 0 
60 9 44 7 
5 0 2 3 
252 93 132 27 
2 l 0 1 
22 6 12 4 
3 0 2 1 
. 1 > 1 
47 19 21 7 
7 1 6 0 
9 5 3 1 
119 49 14 26 
7 4 l 2 
7 2 3 2 
g1 2¢ 41 11 
l 0 0 l 
7 14 d x 
21 2 12 7 
778 4 877 347 


Regional distribution (as of 


itions 


Dispositions of applic 


Total 1 
disposi Executed! Denied With- 
tions drawn 
24 14 4 
39S 144 65 
341 63 84 
§23 160 106 
RO 35 19 
50 18 16 
302 105 40 
51 15 3 





554 








Z 
5 
= 
= 
© 
Y 
a 
= 
A 


INSE 


FE 


ON DE 


E 


REPORT OF JOINT COMMITTE 


Uu 





© yueds 
1 uc 








£c6l 
eunr 
ysnosyy 
peqi0d 
-o1 j0U 
s}00foid 
20quinN 


} BAC 
L ‘“ee6t eunr ysnoiyq) p 
10} Ul,, PUB ,,payT 





1 








queur | 
-9sinq 
“SIP 10} 
[QUIvaAB 
+ueul 
asaunqgsip 
ouny 
‘yuedled 





















eunge ysnoiq3y JUeUT 
-OSINQSIP OJ B[QRILVA VY 


uoungrsjsip fij~pommoy 











‘sorjddns 










































OUI JUMUITIOAOS) JO 4UT $9] BOT] 19010 )T JO JAYS STIR] eSvjUedIed Yowe YyoryM Aq JUNOT 
} JO ‘OSIMARTIOp ‘jUeTH Zep 9y} JO aNSvoU YSNOI B syUEseidad ,, asul AG +8} 
usojied suc Blk uo pesingsip 9q GARY ,, PlN0 qQoryM sulnis Jo anil 00 A 
a {8 1,, WIOq I O1j Jol ) OL uo JoOjUuL JUGTIESING » 94} 10J 18] 5 u 
$OF 86 OFE O€Z% “82Z 0 ‘001 StF 
Il O'L LZ 
ol 
0 b 
0 z Zz 
| 0 I [ 
10 z z 
I 0 I 
5 + oT 
OR 65 ct 
tI 8 0'+ 
ZI 'Z 
62 Z 6 
Zél 
z I 
I I 
I 
z ae 
Z I 
9 828 ‘16h 9 a 
9I 128 ‘6ET It 6 
bI 612 ‘09€ 8 L% 
ZI gIt ‘9 L 0% 6 
.wn. | 2a 2ut s}ueuL sur 
sony tthorred -y10da1 sjueUl -y10deai syueUr -dSinqg ~y10d S$} UeUI 
-U00 JO jUOUIUIaAOD syoafoid -asngsiq syeofoid -asungsiq -SIp Jo syoefoid -9siNgq sic] 
JaqinN | saquInn Jequinn 197 | EQuUINN 
at She ES61 | 
€s61 0& | ‘oe oung pue eI ‘AON Ysnoiyy ec6l ‘og oune 


‘0g “AON ueeMjoq | peNpuod suoTRI0dO yZnoiy} peyonpuod suo!}e19dO 
! | I 


suol}e1ed0 Ul SesvetIU] 


suoynsado Bursodas sjaaloud pup sjuamasangsig — 








jusmmdnbea jo efes mol speadoid jo punjoy ¢ 








“ITX 


11 ‘ABS 03 S14 
Hesangsip 








AyIp 


inf 


alTdavV 


Itmm00 





yi uo 
ecel ounr 
Ipvey 9yy J 
Ul de MOS[O SUL 
9dS BIOM BVP ISU] 1 











Pp 9q 07 0A FIOM 
Tl] poo4s 4 ulei3 
1 sounay 
dd samasy 











[BIOL 





myuesy 
uayssun], 
ULL 
nwoy.L 
o1BL 
iInjIng 
any 
auIZBU0 JL 
vO 
AINDI9 
asouBsUusB 
dd¢ )-JUIZ-pBa’] 
OUIZ-pBa’] 

uojJ 

ayiqdeip 
ivdsoin[ 4 
wmnpuni0og 
iaddog 

une] Uey-WanN Iq WINn[oOD 
1-4[8QOD 
vo} uI-[Alog 
yseqsy 
way 























Aj pouru10,) 





SSS sh ns: 


*queds Leuow quewusescg og 


sioen 





on z ZT mM 
petst320e5 POTFEIAeD «= PET FF 9.49 Pest Ise9 
30 39 





*@pem {UeMeT4708 TR} OUBUT Zs pue sUOP eq TITA AOR s0uRENZ Og 





tee at 


wy 9T 
POeTsE3400 POTsEI4e9 
40 


z PPT IeoTeD /t pe yeuywies 


602 


eo204 Ut 40g eo10g Uy 


ON DEFENSE PRODUCTION 





as 
44520030 


tA vide 
woysuyuse,y 


GOy3UFeT eq 
Al UoyPey 


peynoerg 
®p7e23U09 


JOINT COMMITTEE 


O6T 
s8e004g UT 


sU0;4BoT Tddy 


@ccT 
wody poyoy 
#00; 3¥Q5 Iddy 


REPORT OF 


896T 
pealecey 
SUC; BBO; lady 


SHOLSVOI'Idd¥ ZOMVESISSY MOLLYHOTdYE & shsvis - I guvad 


—_ 
—_— 
oC 
_ 


rk 


/t 








187 






% © INIZ-OV31 


¥3dd09-ONIZ-0V37 





%S!i 


ON DEFENSE PRODUCTION 


+ 


N3LSONNL 





eZ! 


\ 





%9 










aunouaw | 9 
woIWvEn 


11 LYVHOD 


REPORT OF JOINT COMMITTEE 


Yoo 
%oe 
%o | 
% | 
9 
%o\ 


oe 


%oo* 


WNI¥OHL 

OWL 

3714nyN 

WNINILV Id 

3LIZVNOW 

3LIHdVHS 

WNQNNYOD 

WNIVINVL WNISWN109 


( BBH10,) 


SLOVYLNOD G3LNDSX3 VIV NI NOILWdIDILYVd LNSWNY3A09 
JO ALIGQOWWOD AS NOILNEIYNLSIC SOVINS9YN3d 


13 


—53 


759 


38 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


188 





%9 
VOVA3IN 


%6 OAQVHO109 


%8 VINYOSJITVS 





SLOVYLNOD O3LND3X3 TIV NI NOILVdIDILYVd LNSWNY3A09 


%2°* 
%<" 
%e\" 
%eo" 


“lol 


tes" 


%e\ 


a 
ei 
ed * 
ev" 
%i* 


sss "**"" ONTNOAM 
seeeese VWINISBIA 
“"*""33SS3INN3L 
VNINONVD HiNOS 
‘Stes NO934N0 
"WOH TNO 
“"“Z¥IHSdNVH MIN 
seers gp yy 
tee ee tense amy 
SIONITN1I 
wenerser es Vi9N039 
a 


(¥3H1Q,) 


JO 3LVLS AS NOINEINLSIO JOVLINION3d 


iit LYVHO 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 189 


DEFENSE ELectric PowEeR ADMINISTRATION 


This report covers the programs and operations of the Defense Electric Power 
Administration during the period from October 1, 1952, the date of its last annual 
report to the Joint Committee on Defense Production, to June 30, 1953, on 
which date DEPA was abolished. 

PROGRAMS 


The programs of DEPA during this period represent a continuation of those 
in which it has been engaged since its establishment in December 1950, as listed 
in DEPA’s report which appeared as an appendix in the Second Annual Report 
of the Joint Committee on Defense Production, issued on October 20, 1952. 
These were summarized as follows: General supervision of power-supply ex- 
pansion to assure an adequate power supply for the Nation; performance of 
elaimant agency, allocations, scheduling, and expediting functions to assure 
delivery of the materials and equipment needed by the electric-power industry 
for the power-expansion program and for maintenance and operation; allocation 
of electric energy, through the issuance of curtailment orders where shortages 
occur; and recommendation with respect to expansion aids provided under the 
Defense Production Act of 1950, as amended, and Internal Revenue Code amend- 
ments relating to accelerated tax amortization. 


AUTHORITY 


Likewise, the authority of the Defense Electric Power Administration has 
continued unchanged during the period covered by this report. Such authority 
is derived from: The Defense Production Act of 1950, as amended (50 U. S. C. 
App. Supp. V, sec. 2061 et seq.; Public Law 429, 82d Cong., 2d sess.) ; Executive 
Order 10161, September 9, 1950, as amended (15 F. R. 6105; 16 F. R. 61, 8789; 
17 F. R. 1171) ; Executive Order 10200, January 3, 1951 (16 F. R. 61); DPA 
Del. 1, January 24, 1951, as amended November 3, 1951 (16 ¥. R. 11245); DPA 
Order 1, May 24, 1951, as amended (16 F. R. 4913, 11038; 17 F. R. 899); DPA 
Regulation 1, as amended February 14, 1952 (17 F. R. 1467) ; NPA Order M-50; 
Interior Department Order No. 2605, as amended September 10, 1952 (17 F. R. 
8366) ; Revenue Act of 1950, September 23, 1950 (64 Stat. 949). 


POWER SUPPLY 


Previous reports have outlined the nature of DEPA’s responsibilities, studies, 
and problems in evaluating the status of electric-power supply in relation to the 
needs of the Nation under current partial mobilization conditions and forecast- 
ing requirements for electric power as the defense program progresses. This 
basic work has been continued throughout the period subsequent to October 1, 
1952. 

The revised power-expansion goal, established by the Defense Production 
Administration in August 1952, calling for the installation of 41 million kilowatts 
of new generating capability by the end of 1955, is still in effect. Attainment of 
this goal would increase the national generating capability from 75 million 
kilowatts at the end of 1951 to 116 million kilowatts at the end of 1955. The 
most recent study of the progress toward the attainment of this goal, including 
estimates of installations to be made during 1953, 1954, and 1955, was completed 
by the staff of DEPA in June 1953. 

The table below, presenting data from this study, shows the expected annual 
increments of capability as estimated by DEPA compared with those reflected 
in current order board schedules of equipment manufacturers for the corre- 
sponding years and with the annual step-ups in total installed capability en- 
visaged in the established expansion goal. In arriving at its estimates of ca- 
pability to be installed in 1953 and subsequent years, DEPA has estimated and 
taken into account anticipated slippages in scheduled installations. The result- 
ing estimates of annual increments of generating capability are considered to 
be the most realistic available as of the end of June 1953. 
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Capabilities of class I utilities 


[Millions of kilowatts (net), capabilities (median hydro)] 





As per Adjusted Adjusted 


AS per yo per authorized | estimates | estimates 
DE I A order DEPA below below 
adjusted boards goal (DPA order DEPA 
estimates | schedules No. 55 boards goal 
1951 total at year end 75.0 75.0 75.0 oe 
Added during 1952 6.5 6.5 7.0 " 
1952 total at year end d 81.5 81.5 82.0 0 0.5 
Added during 1953 ; 9.5 11.6 10.0 ; 
1953 total at year end 91.0 93. 1 92.0 2.1 1.0 
Added during 1954_ - hac 10.5 12.5 12.0 
1954 total at year end 101.5 105. 6 104. 0 4.1 2.5 
Added during 1955 12.0 11.3 12.0 ‘ 
1955 total at year end 113. 5 116.9 116.0 3.4 2.5 
Added during 1956 10.5 7.1 ( . 
1956 total at year end 124.0 124.0 0 
1 No 1956 goal comparisons can be made since DPA goal No. 55 covers the power-system expansion on a 
national basis only through 1955. While the goal includes 1 million kilowatts in 1956 for special defense 


loads, no national 1956 goal has been established 


As indicated in the above table, actual 1952 installations were 6.5 million 
kilowatts, one-half million kilowatts short of the 7 million killowatts increment 
for that year as envisioned in the expansion goal. DEPA estimates that new 
installations will add 9.5 million kilowatts of generating capability in 1953, 10.5 
million killowatts in 1954, and 12 million kilowatts in 1955. Together, these 
would bring total generating capacity to 113.5 million kilowatts by the end of 
1955, as compared with the goal of 116 million kilowatts. With a free flow of 
materials, the electric-power-equipment manufacturers anticipate that the ex- 
pansions of their production capacities will have progressed to the point where in 
excess of 12 million kilowatts of generating capacity could be produced in 1955 
and subsequent years. However, as of June 1953, manufacturers’ order boards 
do not reflect sufficient orders to fulfill this 1955 program. It should also be 
noted that DEPA does not anticipate that the slippages in 1952, 1953, and 1954 
will be made up until 1956. The slippage for 1953 and 1954 are attributable 
in part to the shortage of materials in late 1952, resulting from the steel strike 
in the summer of 1952, and in part to the inability of some manufacturers to 
meet their production schedules due to difficulties within their own shops. 

Starting with February 1953, the materials situation had eased considerably 
and manufacturers were receiving timely deliveries of the great bulk of the 
materials required for the production of generating equipment. It is assumed 
that this free flow of materials will continue through 1955. In this event the 
Nation’s power requirements should be met and a more adequate reserve gen- 
erating capacity should be made. 

During 19538 and part of 1954 there may be some areas of the country where 
generating capacity is barely sufficient to meet load requirements. This situa- 
tion will improve in late 1954 and in early 1955 if the equipment manufacturers’ 
present shipping schedules are as anticipated. 

The outlook for the Pacific Northwest region is not good, however, since 
presently authorized installations will barely meet the growing load require- 
ments of the area. Plans for providing upstream storage on the Columbia 
River should be seriously considered and authorized as early as possible. 


LIMITATION ON USE AND DELIVERY OF POWER 


During 1952 the possibility of low stream flows in the Pacific Northwest, with 
consequent lower output of hydroelectric plants, necessitated advance planning 
and preparation of a curtailment program. In October 1952 the Administrator 
established a Northwest Advisory Committee consisting of 2 representatives from 
private utilities, 2 from non-Federal public utilities, and 1 from federally owned 
public utilities. In addition a draft of a proposed curtailment over (DEPA 
Order EO-4A) was prepared. This order was patterned after DEPA Order 
EKO-—4 issued the previous year to cope with a power shortage in the Pacific 


A cree ce 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 191 


Northwest. The principal saving of electricity obtained from invoking the order 
resulted from limiting power use by large users of firm power to a percentage 
of each large user’s consumption during a corresponding period of the previous 
year. The percentage varied from time to time so that the combined effect of 
such firm power cuts and the savings resulting from the voluntary program 
initiated reduced the load to the resources available. The yoluntary program 
was designed to reduce the use of electricity for less essential purposes—sign 
lighting, for example. 

It was desirable that any individual utility company in the area which had 
capacity in excess of its own needs deliver the excess power produced to the 
Northwest power pool for the purpose of reducing the overall regional power 
shortage. DEPA understood that the utility companies, prior to the issuance 
of a DEPA order, were voluntarily operating ‘on this principle. However, an 
aluminum company entered into a contract with a public utility district calling 
for firm-power delivery to the company during a period when deliveries to the 
company from another utility had been suspended under an interruptible 
contract. To meet this kind of situation, DEPA issued Order EO-5 effective 
October 29, 1952. This order specified that “an electric utility company shall 
not deliver under a new contract entered into after September 1, 1952, electric 
power to any consumer in the shortage area using in excess of 50,000 kilowatt- 
hours per week, provided that this prohibition shall not apply in the case of 
consumers to whom power was being delivered by such electric utility on Septem- 
ber 1, 1952.” 

Also on October 29, 1952, DEPA issued Order EO-4A which generally described 
the nature of the conservation program. Direction 1 under the order was issued 
November 1, prohibiting deliveries of interruptible power. Direction 1 had 
little practical effect, if any, because nearly all interruptible loads had already 
been cut off starting as early as September 2 under the normal provisions of 
utility contracts with their customers. Direction 2 under the order was issued 
effective November 17, activating the quota procedure, and limiting consumption 
of consumers using more than 8,000 kilowatt-hours per week to 90 percent of the 
kilowatt-hours used in the corresponding period of the previous year. The 
quota limitation was applied to all industries alike, pursuant to advice from the 
Office of Defense Mobilization that the output of no one or more of the industries 
which would be affected was sufficiently more important to national defense than 
the others to warrant preferred treatment. 

The operation of the conservation program was successful in restricting loads 
to the supply of electric power available. A survey of the utilities in the area 
after the program terminated produced the following data and observations: 

1. A tabulation of estimates submitted by utilities indicated that sales of 
power in the Northwest curtailment area in December 1952 were 19.8 percent 
less than sales would have been had there been no curtailment. Total savings 
in December were estimated to exceed 400 million kilowatt-hours. About 70 
percent of the reduction was attributed to curtailment of interruptible power, 
21 percent to mandatory curtailment of firm power, and the remaining 9 percent 
to voluntary curtailment of power usage. 

2. Although only 1,137 customers in all were subject to mandatory curtailment, 
482 customers, or 42 percent, received adjustments of energy bases. This indi- 
cates that prior to the issuance of regulations governing any curtailment program 
which might become necessary in the future, an improved method for establishing 
quotas for firm-power curtailment should he developed. 

3. Some utilities indicated that if the need to conserve power in any future 
curtailment program is sufficiently urgent to require brownouts, mandatory 
brownouts would be preferable to the voluntary efforts called for during the 
1952-53 curtailment period. They pointed out that inequalities in the degree of 
response to pleas for voluntary limitation of use of power had resulted in 
unfavorable reactions from the public. Many persons making sincere efforts to 
cut down their own use of power resented the failure of others to do likewise. 
Other utilities, although recognizing these difficulties, called attention to the 
serious problem of defining the less essential uses of electricity for any mandatory 
brownout order and the difficulties which would be encountered in administering 
such an order. 

Streamflows improved in January 1953 with a consequent increase of power 
generated by hydro plants. On January 13, direction 2 was revoked because it 
appeared that there would be sufficient power to carry firm loads for the balance 
of the season. On January 16 direction 1 was temporarily suspended, thus per- 
mitting electric utilities to resume service to interruptible loads as sufficient 
power became available. DEPA Order EO-4A expired by its terms on April 
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30, 1958, and order EO-5 was revoked on the same date. A complete discussion 
of the background, operation, criticism, and recommendations for improvement 
of any similar program which may be needed in the future is contained in a 
mimeographed report entitled “Northwest Electricity Conservation Program 
1952-53,” prepared by the staff of DEPA. 

Vaterials and equipment 

The difficulties resulting from inadequate allotments of controlled materials 
to the power program mentioned in the October 1952 report, did not continue 
throughout the entire calendar year 1952. By the end of November 1952 allot- 
ments to the power program under the Controlled Materials Plan were sufficient 
to meet existing requirements, and most utility companies were having good 
success in obtaining acceptance of controlled material orders required for ap- 
proved construction. Steel in certain shapes continued to be critical, and the 
inability to secure satisfactory shipments to meet construction schedules resulted 
in some requests for assistance in obtaining more prompt shipments, but the 
necessity for this assistance substantially decreased after February 1953. 

Because of indicated delays in the completion of power generating stations 
under construction which, when completed and in operation will supply a large 
portion of the power requirements of the Atomic Energy Commission, the 
DEPA was requested by the AEC to give special attention to material and 
equipment needs for these projects. 

The report to the Joint Committee on Defense Production covering DEPA’s 
operations from October 1951 to October 1952 described a special expediting 
procedure for construction of these powerplants. The principal need for this 
procedure was to expedite deliveries of steel following the end of the steel strike 
in the summer of 1952. It was NPA’s policy during this period to refuse direc- 
tive assistance for delivery of steel for any project not included in the direct 
military and Atomic Energy programs (identified by program identifications A, 
B, C,and E). However, under the special expediting procedure for AEC related 
powerplants, such directive assistance was made available for construction of 
those powerplants. While the expediting procedure was of some assistance, 
it was not completely successful because expediting involved waiting until the 
trouble occurred and the delays encountered in processing papers on a case-by- 
ease basis. AEC originally accepted the expediting procedure on a 2-month 
trial basis. When it became apparent that the procedure was not satisfactory, 
AEC renewed its requests for use of the AEC priority symbol for construction 
of powerplants associated with power supply for the AEC program. DEPA’s 
position had consistently been that no priority should be extended to a portion 
of the power program only, but that the power program as a whole should receive 
the priority assistance necessary for its accomplishment. 

On December 10, 1952, the Administrator wrote to Acting NPA Administrator 
McDonald renewing DEPA’s request for priority for the whole power program, 
On December 15, 1952, the Administrator wrote to the General Manager of the 
Atomic Energy Commission that DEPA favored the use of a priority for certain 
AEC related power projects provided such priority extended to the entire program 
“in order that the bolstering of projects for AEC will not merely result in corre- 
sponding slippage of other projects upon which the military is dependent.” On 
December 18, 1952, the Administrator wrote to Acting NPA Administrator McCoy 
requesting priority for certain AEC related power projects as an emergency meas- 
ure, but further stating “the emergency measures necessary to protect power 
supply for the atomic-energy program are in no way a substitute for a priority 
for the entire power program.” The Munitions Board was asked to support 
DEPA’s position, and while it recorded its view that military production depended 
on timely completion of the power program as a whole, as distinguished from 
separate, identifiable units within the program, it was unwilling to concur in the 
extension of the military-AKEC rating to the entire program and requested, instead, 
that equivalent measures be taken through directives. On January 16 DPA Ad- 
ministrator Fowler wrote to NPA Administrator McCoy authorizing NPA to grant 
BE program identifications to certain electric-power projects designed to support 
firm, interim, and back-up power in support of the AEC expansion program. This 
would grant to such plants the same priority status as the AEC program itself, 
Mr. Fowler’s letter further called for the issuance by NPA of directives to pro- 
ducers of materials, such as steel mills, to produce materials for the power pro- 
gram as well as to fabricators and producers to use these materials for the power 
program. Since there was some misunderstanding as to the meaning of this latter 
statement, Acting DPA Administrator Ralph Trigg wrote to Mr. McCoy, on Feb- 
ruary 4, 1953, restating DPA’s position as follows: 
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“We request that NPA so issue directives that the treatment accorded to any 
parts of the pawer program serving defense, defense-supporting or defense-produc- 
tion areas, will be the same as the treatment given to the Atomic Energy Com- 
mission or military items. 

“We also request that directives be issued to prevent slippage in meeting the 
power expansion goals.” 

Direction 4 to NPA Order M-—50 was issued on February 6, 1953, describing the 
use of the EO-5 rating instead of the normal H-3 power-program rating for cer- 
tain power projects of importance to the atomic-energy program. On February 12, 
1953, DEPA was authorized to extend the K-5 rating to 50 specified power proj- 
ects associated with AEC power supply, and, on the same date, DEPA sent tele- 
grams to the utilities constructing those projects authorizing and directing use 
of the E-5 rating. 

On February 11, 1953, the Administrator wrote to Mr. McCoy stating that Mr. 
Fowler’s letter, referred to above, contemplated a dual procedure : 

(a) The E rating for projects associated with AEC power supply and ()b) 
directives to accomplish the same result for the balance of the power program. 
The letter further requested the issuance of production directives, including 
establishment of production set-asides for the power program, necessary to 
assure delivery of materials for the balance (non-AEC related) of the power 
program. The reply received from NPA was to the effect that deliveries of 
steel necessary for the power program could be met in full beginning April 1, 
1953, without production directives. NPA further stated that it was willing 
to take informal action through the Iron and Steel Division, and to take special 
expediting action where necessary. DEPA sent out industry Letter No. 64 on 
February 16, 1953, informing the industry of the E—5 procedure and of NPA’s 
judgment that material requirements for the balance of the program would be 
met. The letter asked utilities to report promptly to DEPA any material diffi- 
culties. DEPA did not further press for directives but agreed to wait to see 
whether NPA’s informal measures would accomplish the desired result. 
Through NPA’s informal action and through general improvement of the supply 
situation, delivery of materials to the power program improved, as NPA had 
predicted, in the second quarter of 1953. 

New project filings for major power facility construction continued to decline 
during the last quarter of 1952 and early 1953. With the announcement of the 
planned termination of the Controlled Materials Plan, they practically ceased 
during the second quarter of 1953. The submission of amendments to existing 
projects continued, however, but decreased sharply as decontrol measures were 
taken during the second quarter. Because of fewer new starts programed by 
the electric power industry, no difficulties were encountered in authorizing con- 
trolled materials in sufficient quantities to meet construction needs of the 
industry. 

Utility needs for material for maintenance, repair, and operation and minor 
construction continued in general to exceed amounts permitted in controlled 
material quotas for such purposes which resulted in requests for increases in 
quarterly minor requirement quotas. Amounts of controlled materials allo- 
cated to DEPA for electric utility use during the first two quarters of 1953 
were sufficient to permit quota increases where justified, and all such requests 
were authorized. 

The material situation continued to improve during first and second quarters 
of 1958. Requests for allotments or special ratings declined. The filing of 
amendments, requests for authority to use priority ratings, and changes in minor 
requirement quotas also decreased as the national material situation improved. 
These factors caused a decrease in the amount of work required in the materials 
branches which permitted reductions in personnel. The Minor Requirements 
Branch of DEPA was discontinued during the last quarter of 1952 and the 
remaining functions were transferred to the Major Projects Branch which 
was then renamed the Projects and Materials Control Branch. 

Directions to CMP Regulations 1 and CMP Regulation 6 were issued by NPA 
in March 1958 to provide rules for the transition from the Controlled Materials 
Plan to the Defense Materials System. The Controlled Materials Plan was 
terminated on June 30, 1953. In April 1953 application was made to the Atomic 
Energy Commission for the third quarter of 1953, fourth quarter of 1953, and 
first quarter 1954 allotments for the E-5 program. Since April 27, 1953, all 
third and subsequent quarterly allotments for the E—-5 program have been made 
under the Defense Materials System. Since liquidation of DEPA on June 30, 
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1953, applications for assistance received from electric utilities have been proc- 
essed under the Defense Materials System. 

During the 2 years’ operation (July 1, 1951, to July 1, 1953) under the Con- 
trolled Materials Plan, the DEPA allotted the following amounts of controlled 
material to electric utilities : 





3d quarter 1 uarter, Ist quarter, 2d querter, 
) 1951 1952 1952 
Carbon steel tons 264, 750 998, Ah4 297. 851 280, 115 
All lo 812 27 01 567 
t tee copper product pour 195, 389 1, 521, 592 544, 983 240, 564 
B do 3, 362, 204 4, 060, 212 6, 371, 231 
v d i 10, GOK 70, 209, 018 54, 412, 112 
Fou ( 121,82 254, 631 145, 088 
Aluminur de 8, 156, 212 44, 567, 085 59, 567, 907 
3d quarter, ith quarter, ist quarter, 2d querter, 
1952 1952 1953 1953 
Car tons 231, 690 204, 266 191, 027 246, 514 
A |} teel do 2, S82 3, 507 1, 735 2, 480 
St ( teel (copper products pounds 60, 613 173, 162 98, YRS 82,931 
Br do RG, 40. 4, 464, 646 6, 476, 893 4,849, 277 
Wire! l do 56, 182, 291 48, 746, 264 53, 690, SY 56, 273, 063 
Foundr do 115, 216 171, 741 49, 303 152, 206 
Aluminur — ...do 53, 490, 138 35, 301, 264 40, 844, 662 41, 368, 018 


During the 30 months’ period (January 1951 to July 1953) the materials 
branches of DEPA processed the following : 


Major project applications received and processed___.___-__--____--- ee 
Project amendments received and processed (estimated) --_.-._._-_-_-_-_--_--_ 22, 000 
Authorizations made, allotments and priority ratings (estimated) ~~ 20, 000 


Approval for use of DO rating on equipment purchases (estimated)_--_. 2,000 
Authorizations for change in quarterly quota (estimated) 3, OOO 

In addition, hundreds of letters were written in answer to inquiries on the 
interpretation of orders, material problems, construction needs, quotas, and 
other general information. 


Scheduling and expediting 


During the last quarter of 1952, the effects of the steel strike caused serious 
slippage in production schedules of heavy power equipment which in turn 
caused deferment in scheduled operating dates of new generating capacity being 
installed. The inability of manufacturers to procure materials for the produc- 
tion of power equipment and for shipment on dates previously scheduled caused 
more delays to the power program than were caused by the inability of utilities 
to procure necessary materials to meet field construction schedules. As late as 
January 1953, the effect of the 55-day steel strike was still making it difficult for 
producers of boilers, turbines, condensers, transformers, and other related equip- 
ment to obtain satisfactory deliveries on such steel products as wide plate, both 
of the light and heavy variety, heavy wall steel pipe and sheet. 

Some producers of major power equipment were also having trouble in their 
own shops as completion of new production facilities had been seriously delayed 
by the strike or by the scarcity of highly specialized machine tools. These 
difficulties made it imperative to rearrange previously established schedules. As 
an eXample, one turbine manufacturer, due to his inability to obtain machine 
tools, was forced to delay shipments from 1 to 38 months behind previously set 
schedules. 

In normal times the shipments of boiler drums is usually considered to be the 
key element in setting the completion date for boiler installation. Past per- 
formance has demonstrated that header and tube shipments followed in se- 
quence sufficient to permit an orderly assembly and erection of the boiler. Be- 
cause of the difficulties mentioned above, that assumption was not valid, and in 
many instances boiler tubes, headers, and accessory equipment delayed installa- 
tions as much as 8 months. 

Because of indicated delays in the completion of generating facilities required 
to supply Atomic Energy Commission power requirements, the AEC requested 
special attention be given to certain utility generating plants under construction. 
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To assure the best possible shipment of power equipment to certain key generat- 
ing plants, 15 in number, the DEPA requested the NPA to issue directives to 
manufacturers requiring shipment of necessary power equipment on specified 
uates which were selected to assure completion of field erection and in-service 
operation of the generating equipment on specified dates. Subsequently, as de- 
scribed above, 50 AEC related projects, having a total of 73 generating units, 
were given E ratings under the E-5 program, to enable them to make timely 
delivery of power to meet the energy requirements of the AEC. 

As general material conditions improved nationally, planning progressed 
toward general decontrol. Applications from electric utilities for expediting 
assistance continued to decrease to such extent that in January 1953, the Con- 
struction Expediting and Major Equipment Scheduling Branches of DEPA were 
merged and renamed “The Scheduling and Expediting Branch.” , 

During the first half of 1953, the number of requests for expediting and re- 
scheduling decreased almost to nothing. Because of the diminishing workload 
the personnel of the branch was reduced from approximately 35 persons in 
December 1952 to 8 persons on June 9, 1953. 


Certificates of necessity for accelerated tax amortization 

The report to the joint committee covering DEPA’s operations from October 
1951 to October 1952 indicated that the same procedure for scaling-down per- 
centages on certificates of necessity for 1954 electric utility projects was expected 
to be extended to 1955 cases. This expectation materialized through a DEPA- 
DPA agreement, so that both 1954 and 1955 projects were scaled-down as follows: 
No scale-down in areas of deficient margins, single scale-down for areas of close 
margins, and double scale-down for areas of more adequate margins. 

The number of new applications after July 1, 1953, is expected to be small. 
Only facilities within the approved power expansion goal, DPA expansion goal 
No. 55, as extended August 25, 1952, are eligible for certification. Except for 
1,000,000 kilowatt of 1956 facilities for serving special defense loads, the goal 
covers expansion scheduled to be in service by December 31, 1955. Construction 
has either been started, or must start soon, on generating plants to be completed 
in 1955. Therefore, most applications for such plants have already been filed in 
order to meet the requirement that certificates or letters of predetermination 
must be issued before construction begins. However, there will be a number of 
applications filed for assuciated transmission, substation and customer service 
facilities under the present goal. 

The following figures, computed to June 20, 1953, show the extent of the 
Government’s financial assistance to the electric power industry’s expansion 
through rapid tax amortization: 


Electric utilities 


Numbe Valu 
Applications received 853 $4, 967, 944, 298 
Recommended for approval. -- 665 4, 095, 352, 151 
Recommended for denial. 187 176, 897, 384 
In process -. ll 695 4, 763 
Average percentage of those approved -.. 46 1, 905, 516, 657 


Estimated 5-year tax deferment at 52 percent income tax rate (in excess of nor- 
mal depreciation at 3 percent). 


f 


Industrial powerplants 


Numb Value 
Applications received 42 $195, 097, 277 
Recommended for approval. -- 39 187, 578, 049 
Recommended for denial. - - ‘ . 3 7, 519, 228 
In process... 
Average percentage of those approved --. 55. 1 103, 260, 451 


The deferment of taxes resulting from tax amortization was related to an 
increase in the Nation's electrie power capacity of 23,410,855 kilowatts for elec- 
trie utilities and 844,150 kilowatts for industrial powerplants. 
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ABOLITION OF DEPA 


With the decreased workload resulting from the improved supply situation 
and from the philosophy of reduced controls to a minimum, DEPA was abol- 
ished effective June 30, 1953, by Interior order No. 2721, dated May 7, 1953. 
Residual operating functions will be performed by the defense power staff, con- 
sisting of three persons, under the supervision of the Assistant Secretary of the 
Interior for Water and Power, and residual administrative matters will be han- 
dled by the Administrative Assistant Secretary. 

At the time of submission of this report it appears that of the functions here- 
tofore performed by DEPA, the following operations will remain after June 30, 
1953 : 

(1) Allotment procedure for stainless steel for the third quarter under DMS.— 
Procedures affecting the electric utility orders for stainless steel will be pro- 
vided in the DMS regulations since it is planned that M-50 will be revoked. 

(2) Priority and allocation of materials for E-5 rated electric utility proj- 
ects.—Allotments and orders of material for these projects will continue in much 
the same way as they have in the past. The authority will be the authority of 
the DMS regulations rather than M—50. Requests for allotments for these proj- 
ects will be received and processed by the defense-power staff of the Assistant 
Secretary for Water and Power of the Department of the Interior. 

(3) Processing of applications for certificates of necessity for accelerated tar 
amortization for electric-utility facilities —It appears that there will be no 
change in the procedure for handling certificates of necessity after June 30. It 
is probable, however, that the workload will decline. 

(4) Power supply planning for mobilization purposes and other necessary 
power supply planning and reports.—For any specific job of this nature which 
requires more than one man’s full time it is planned that task groups of quali- 
fied personnel borrowed from industry will be established on an ad hoc basis. 


DEFENSE FISHERIES ADMINISTRATION 
1. PROGRAMS CONDUCTED 


Until its abolition, effective June 30, 1953, by order No. 2722 of the Secretary 
of the Interior, dated May 13, 1953, the small remaining staff of the Defense 
Fisheries Administration continued to discharge its responsibilities in connec- 
tion with assuring an adequate supply of fish and fish products during the 
emergency period. In discharging these responsibilities, the following func- 
tional programs were conducted : 

(a) The claimant agency program, including the exercise of priority and 
allocation functions. 

(6b) The production program. 

(c) The manpower program. 

(dad) The loan and amortization program. 

By order No. 2726, the Secretary of the Interior delegated to the Director of 
the Fish and Wildlife Service authority to perform the residual functions and 
exercise the powers relating to fishery commodities which, until July 1, 1953, 
were handled by the Defense Fisheries Administration 


2. AUTHORITY FOR PROGRAMS 


Defense Production Act of 1950, as amended (50 U. 8. C. App. Supp. V, sec. 
2061 et seq.; Public Law 429, S2d Cong., 2d sess.; Public Law 95, 83d Cong., 1st 
Sess.). 

Executive Order No. 10161, dated September 9, 1950, as amended (15 F. R. 
6105; 16 F. R. 61, 8789; 17 F. R. 1171). 

Delegation No. 1 of the Defense Production Administrator, as revised No- 
vember 3, 1951 (16 F. R. 11245), referring to the issuance of necessity certificates 
under subsection (e) of section 124A of the Internal Revenue Code, as amended. 

Defense Food Delegation No. 2 of the Secretary of Agriculture, as revised 
March 17, 1952 (17 F. R. 2369), delegating certain defense functions relating to 
fishery products to the Secretary of the Interior. 

Order No. 1 of the Defense Production Administrator, dated May 24, 1951 
(16 F. R. 4913), designating the Secretary of the Interior as claimant for the 
production and processing of fishery products; as amended October 26, 1951 (16 
IF, R. 11038), and January 29, 1952 (17 F. R. 899). 
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Delegation No. 14 of the National Production Authority, as revised March 
6, 1952 (17 F. R. 1971), delegating to the Department of the Interior authority 
to act on applications to commence construction of facilities for the production 
and processing of fishery products. 

Operations Bulletin No. 91 of the Selective Service System, March 5, 1953, 
establishing policy for the classification of registrants engaged in the commer- 
cial fishery industry. 

Order No. 2605 of the Secretary of the Interior, as amended September 10, 
1952 (17 F. R. 8366), establishing the Defense Fisheries Administration and 
Stating its functions. 

Order No. 2722 of the Secretary of the Interior, May 13, 1953 (18 F. R. 2888), 
abolishing the Defense Fisheries Administration. 

Order No. 2726 of the Secretary of the Interior, June 30, 1953 (18 F. R. 3804), 
delegating certain defense functions relating to the production of fish to the 
Director of the Fish and Wildlife Service. 


3. FACTUAL SUMMARY OF EACH PROGRAM 


(a) Claimant agency program, including the erercise of priority and alloca- 
tion functions.—Since the fishery industry provides an important portion of 
the Nation’s protein food supply and other essential products, it is necessary 
that materials and equipment be available to maintain production. Defense 
Fisheries Administration activity in the priority field during the reporting period 
was concerned with assisting fishermen and fish processors in obtaining their 
requirements of controlled materials, fabricated items, chemicals, etc. Repre- 
sentatives of the Defense Fisheries Administration also reviewed National Pro- 
duction Authority material orders in order to effect modifications, where neces 
sary, to prevent actions being taken which might restrict the production, process- 
ing, or distribution of fishery products. 

(b) Production program.—Because of the relationship of prices and wages to 
production of fishery commodities, DFA has maintained an interest in these 
economic factors, and upon request from the Office of Price Stabilization, Wage 
Stabilization Board, and Salary Stabilization Board, contributed economie data, 
analyses, and specialized advice for the use of these agencies in solving the prob 
lems in their respective fields. 

With continued activity of the military in establishing and modifying re- 
stricted areas in marine locations, it has been necessary for DFA to make studies 
to determine the effects of such restrictions and make appropriate recommenda- 
tions to the military in the interest of sustained production of fishery commodities. 

(c) Manpower program.—The Defense Fisheries Administration’s activity in 
the manpower field during the reporting period was concerned primarily with 
assisting the Selective Service System in developing criteria for the appro- 
priate deferment of fishery-trained draft registrants; and, where justified 
in the interest of sustaining fish production, aiding fishery-trained draft regis- 
trants in obtaining deferments, and similarly trained members of the Armed 
Forces in securing releases from military service. 

(d) Loan and amortization program.—The Defense Fisheries Administration 
continued during the reporting period to review and evaluate applications for 
loans and accelerated tax amortization filed by members of the fishery industry. 
Following such analysis recommendations for approval or denial were made, as 
appropriate, to the Defense Production Administration, the Reconstruction 
Finance Corporation, the Small Defense Plants Administration, or the Defense 
Transport Administration. 


4. DEGREE OF EFFECTIVENESS OR COMPLETION OF PROGRAMS 


(a) Claimant agency program, inciuding the exercise of priority and allocation 
functions —Allotments of controlled materials made available to the Defense 
Fisheries Administration for use in the construction of fish and shellfish produc- 
tion and processing plants were adequate during the reporting period. 

During the latter part of the calendar year 1952, assistance was furnished 
processors in securing such items as steel for oil-storage tanks, stainless-steel 
tubing for oil-processing equipment, and nickel-bearing propeller shafting. By 
the first quarter in 1953, the industry was experiencing little difficulty in ob- 
taining any of the materials required for the production or processing of fishery 
products except those having a high nickel content. While shortages of these 
items caused some inconvenience, there was little, if any, loss in production as a 
result of the shortages. 
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The decontrol of materials during the first 6 months of 1953 ended the indus- 
try’s need for priority assistance. 

With the abolishment of the Defense Fisheries Administration on June 30, 
1953, the priority and allocation functions were delegated to the Fish and Wild- 
life Service. Since the material orders affecting the fishery industry had been 
decontrolled prior to that date, it is not expected that the Service will become 
extensively involved in priority or allocation activities. 

(b) Production program During the reporting period the Office of Price 
Stabilization was very active in the suspension of price controls. The Defense 
Fisheries Administration assisted the Office of Price Stabilization in the sus- 
pension process by furnishing much economic data concerning the various fishery 
tems under consideration. In March 1953 the last remnants of price control 
were removed, eliminating the need for further activities of the Defense Fisheries 
Administration in this field. 

In several cases of proposed military restricted zones in marine areas where 
the Defense Fisheries Administration’s studies have indicated that such re- 
stricted zones would be injurious to fish production, recommendations to the 
military have resulted in modifications of the restrictions favorable to the fishery 
interests It will be necessary for the Fish and Wildlife Service to continue 
these studies following the abolition of the Defense Fisheries Administration 
in order that the military may have expert advice concerning the effect of mili- 
tary restricted zones on the fisheries 

(c) Manpower program.—The Defense Fisheries Administration cooperated 
with the Selective Service System in drafting Operations Bulletin No. 91, which 
provided fishery workers with similar criteria to agricultural workers with re- 
spect to deferment from the draft. The bulletin also provided for the screening 
by DFA of draft registrants for essentiality to the fishery industry. Similar 
screening will be continued by the Fish and Wildlife Service following the 
abolition of DFA, 

(dq) Loan and amortization program.—All formal applications received dur- 
ing the reporting period for loans and certificates of necessity were recommended 
for denial by the Defense Fisheries Administration, after investigations by 
this agency showed that, in each case, the applications did not meet the criteria 
and the facilities involved were not essential to the defense effort. S« reening 
of applications for loans and certificates of necessity will be undertaken by the 
Fish and Wildlife Service following the abolition of DFA. 


5. CURRENT NEED FOR THE PROGRAMS 


With progressive relaxation in emergency controls during the reporting period, 
if was recognized that the need for a separate fisheries defense agency would no 
longer be necessary. Thus, the Defense Fisheries Administration is being abol- 
ished on June 30, 1953. Such functions of DFA as recommending with respect to 
loans and certificates of necessity, advising draft boards on deferment cases, 
and recommending to the military with respect to proposed restricted zones in 
marine areas will be continued by the Fish and Wildlife Service. 


6. THE PROGRAMS AS THEY RELATE TO SMALL BUSINESS 


Since the commercial fisheries of the United States consist essentially of many 
small businesses located along our coasts, the Defense Fisheries Administration’s 
programs have been primarily concerned with maintaining the operation of small 
businesses, 


7. PERSONNEL AND ADVISORY COMMITTEES 


As of June 30, 1953, there were two classified employees on the payroll of the 
Defense Fisheries Administration. These employees will be transferred to 
positions in the Fish and Wildlife Service on July 1, 1953. 

The position of Administrator of the Defense Fisheries Administration was 
held by Albert M. Day throughout the life of the organization. Mr. A. W. 
Anderson has been Deputy Administrator since June 2, 1952. 

Although no meetings were held during the reporting period, the Defense Fish- 
eries Administration has continued the five industry advisory committees which 
were set up in the spring of 1951. These are the Canned Salmon Industry Ad- 
visory Committee, the California Canned Fish Industry Advisory Committee, the 
East Coast and Gulf Canned Fish Industry Advisory Committee, the Fresh and 
Frozen Fish Industry Advisory Committee, and the Industry Advisory Com- 
mittee for the Byproducts Industry 
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8. MAJOR PROBLEMS CONFRONTING THE AGENCY 


There are no presently foreseeable major problems of a defense nature which 
confront the Fish and Wildlife Service upon its taking over the residual func- 
tions of the Defense Fisheries Administration on July 1, 1958. 





AIR COORDINATING COMMITTEE 


AIR COORDINATING COMMITTEE, 
Washington 25, D. C., September 17, 1953. 
Hon. HoMer FE. CaPeHart, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DeAR SENATOR CAPEHART: In accordance with your letter of August 7, 1953, 
requesting a report on the activities under the Defense Production Act, the fol- 
lowing information is submitted : 

The Air Coordinating Committee, in furtherance of its policies, established in 
1950 for the production of civil aircraft and component parts on an equal priority 
with that of similar military-type aircraft, has continued its coordination and de- 
velopment of a complete program to meet civil aviation requirements both foreign 
and domestic which were found to be essential to the civil economy and, in addi- 
tion, to provide an airlift potential in support of the mobilization plans in safe- 
guarding the Nation in the event of an emergency 

The Air Coordinating Committee, established by Executive Order 9781, Sep- 
tember 19, 1946, is authorized to “examine aviation problems and developments 
affecting more than one participating agency ; develop and recolumend integrated 
policies to be carried out and actions to be taken by the participating agencies 
or by any other Government azency charged with responsibility in the aviation 
field; and, to the extent permitted by law, coordinate the aviation activities of 
such agencies except activities relating to the exercise of quasi-judicial functions.” 

The Air Coordinating Committee established the Aircraft Claimant Division 
to assist it in coordination of civil aviation requirements with respect to civil 
aircraft production programs and recommendations for the allocation of con 
trolled materials to implement such production. The Division is composed of 
several designated claimant agencies (the Civil Aeronautics Board, the Civil 
Aeronautics Administration, the Office of International Trade, and the Foreign 
Operations Administration), and other Government agencies having a major 
interest in this subject (the Department of Defense—through the Army, Navy, 
and Air Force—the Department of State, the National Production Authority, 
and the Office of Defense Mobilization). 

During the past year, the Committee approved and recommended four quar- 
terly programs to the Defense Production Administration, and the Aircraft Pro- 
duction Resources Agency of the Department of Defense, for the allocation of 
controlled materials to aircraft manufacturers to meet the civil requirements 
as established. These programs provided for the start of production of 190 new 
air-carrier aircraft during the year. The average number of air-carrier aircraft 
under construction per quarter was approximately 380. 

The latest program, known as the C—12 program, provides for the start of pro- 
duction of 32 new carrier-type aircraft in the first quarter of 1954, which, under 
average lead time of 18 months, will be delivered during the year 1955. In 
addition, the program recommends the allocation of controlled materials for 
322 aircraft now under construction which were approved in prior programs for a 
total of 354 aircraft to be manufactured and delivered over the next 30 months, 
from October 1953 through March 1956. Of this total, 164 are contracted for by 
domestic airlines, 118 by airlines of friendly foreign nations, and 72 are to be 
constructed on manufacturer's production orders. 

Nonearrier aircraft production programs (industrial, business, and agricul- 
tural) under CMP were approved and recommended to DPA for allocation of 
controlled materials for the manufacture of 5,298 aircraft in 1954 and 5,032 in 
1955. Under the Defense Materials System, effective July 1, 1953, nonearrier 
aircraft no longer are eligible for allocation of controlled materials, due to easing 
of material shortages. Nevertheless, the production of this important segment 
of the aircraft industry should be considered in evaluating overall civil aircraft 
production essential to the defense effort. Accordingly, noncarrier aircraft 
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production during the 30-month period from October 1953 through March 1956, 
as reported by these manufacturers, is as follows: 


In IRIE i i ath eg 1, 088 
Ie I a i a le 2 lh ey 5, O88 
BMOONN CUE ECORM aii So sicscises sacs vate bic iaieedocrceeeiauea a inane cee aes 4, 984 


First quarter, 1956__- pastel gO 

These production programs affect not only the larger manufacturers of air- 
carrier aircraft and concurrent spare parts, but also show the proposed produc- 
tion of 13 smaller nonearrier aircraft manufactuers with production rates vary- 
ing from three aircraft per quarter to 590 aircraft per quarter. In addition, a 
large number of subcontractors—makers of component parts—are directly 
affected. 

The recommendations of the committee have been implemented by DPA under 
the Controlled Materials Plan and under the Defense Materials System by the 
Aircraft Production Resources Agency of the Department of Defense, for the 
allocation of controlled materials to the manufacturers included in the program. 

[ trust this information is satisfactory for your purpose in preparing your re- 
port to the House of Representatives and the Senate. If the committee can be of 
further assistance to you, please let us know. 

Sincerely yours, 
Rosert B. Murray, Jr., Chairman. 





HOUSING AND HOME FINANCE AGENCY 


HoustNeG AND HOME FINANCE AGENCY, 
Washington 25, D. C., August 31, 19538. 
Hon. Homer BE, CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 
(Attention: Mr, Harold J. Warren.) 

DEAR SENATOR CAPEHART: This is in reply to your request of August 7, 19538, 
for a brief summary of the operations of the Housing and Home Finance Agency 
under the Defense Production Act during the past year. 


CREDIT CONTROLS 


The Defense Production Act of 1950, Public Law 774, sections 603 and 605, 
contained the initial authorities to control real-estate construction credit. 
Executive Order 10161, issued September 9, 1950, delegated these authorities to 
the Board of Governors of the Federal Reserve Board with respect to non- 
Government-aided real-estate credit and to the Housing and Home Finance Ad- 
ministrator for the Government-aided programs. 

As we have reported previously, real-estate credit controls authorized by the 
act were put into effect in October 1950, Modifications to the controls were made 
on September 1, 1951, pursuant to the Defense Housing and Community Facili- 
ties and Services Act of 1951, Public Law 139, approved September 1, 1951, This 
act specified maximum downpayments which could be required on housing cost- 
ing up to $12,000. 

Although certain administrative adjustments were made thereafter to pro- 
vide more consistent and equitable downpayment requirements for the different 
price levels, no substantial change occurred until September 1952. At that time 
the controls were suspended pursuant to the Defense Production Act Amendments 
of 1952, Public Law 429, approved June 30, 1952. These amendments added to 
the Defense Production Act a new section 607 providing that if the seasonally 
adjusted volume of housing starts remained below an annual rate of 1,200,000 
for 3 consecutive months, real-estate credit controls were to be relaxed. During 
the 3-month period of July, August, and September 1952, the annual rate of starts 
fell below this figure and on September 16, 1952, residential credit controls were 
relaxed by suspending regulation X and related restrictions on Government- 
aided loans except for certain minor restrictions. 

On April 18, 1953, these remaining minor restrictions on Government-aided 
loans were removed as follows: 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 2()1 


The remaining control on FHA-insured mortgages which limited the maturity 
to a maximum of 20 years was removed, and the maturity period reverted to 
the FHA statutory period which permitted maximum maturities up to 25 and 
30 years depending on the amount of the mortgage loan. 

With respect to VA loans, the requirement for minimum downpayments of 
4 percent of sales price or closing costs, whichever was the less for homes priced 
at not more than $8,000; 4 percent of sales price for homes costing between 
$8,000 and $8,400; and 5 percent of sales price for homes costing more than 
$8,400 was canceled. 

The VA was also permitted to revoke the fixed maximum maturity of 20 years 
(except in hardship cases where up to 30 years was permitted) imposed by the 
Administration credit-control program. As a result, VA loans are now being 
made with the maximum 30-year maturity permitted by the Servicemen’s Re- 
adjustment Act. 


CONTROLLED MATERIALS 


Under the Controlled Materials Plan of the Defense Production Administra- 
tion, the Housing and Home Finance Administrator had two principal functions: 
(1) He acted as claimant for controlled materials for housing construction; and 
(2) He was responsible for allotting controlled materials for housing construc- 
tion. Authority for carrying out these responsibilities was contained in title I 
of the Defense Production Act of 1950, Executive Order 10161, issued September 
9, 1950, and Department Order 127 of the United States Department of Com- 
merce. In addition, certain operating functions were delegated to the Admin- 
istrator by the National Production Authority. 

As Claimant for controlled materials for housing, the HHFA presented to the 
Requirements Committee of the Defense Production Administration quarterly 
estimates of controlled materials requirements for nonfarm housing construction. 

The use of controlled materials for residential construction was regulated by 
Revised Controlled Materials Plan Regulation 6 of the NPA. Under this regu- 
lation, builders who did not require more than certain specified quantities of 
controlled materials could “self-authorize” their purchase orders to materials 
suppliers. Builders who required more than these amounts had to file applica- 
tions for allotments of controlled materials. The NPA, by delegation 14, as 
amended March 6, 1952, delegated to the HHFA the responsibility for administer- 
ing the Revised CMP Regulation 6 with respect to practically all nonfarm housing. 

As increased supplies of controlled materials became available, the NPA took 
action at various times to increase the quantities which could be used for housing 
construction. As a result, by the latter part of 1952, self-authorization became 
possible for practically all residential construction except multiunit structures 
with structural steel framing. 

In March 1953 the NPA took further steps to liberalize the controls on con- 
struction materials by amending its regulations relating to the CMP. The amend- 
ment, effective March 23, 1953, had the effect of canceling activities under the 
CMP by providing for an orderly transition by June 30, 1953, from the CMP to a 
new Defense Materials System for Construction. During the transition period 
(beginning with the third calendar quarter of 1953, i. e., March 1, and extending 
to June 30) owners and contractors were permitted to obtain controlled materials 
for use on construction projects without the use of an authorized controlled 
materials order. 

Regulation No. 2 of the new DMS, issued by NPA, established the basic rules 
relating to construction for the defense program and applied only to the con- 
struction of projects for the Atomic Energy Commission or the Department of 
Defense, or to construction projects specifically authorized by an allotting agency. 
The regulation defined an allotting agency to mean the Department of Defense, 
the Atomic Energy Commission, National Production Authority, or to any other 
Government agency designated as such by the Office of Defense Mobilization. 
The Housing and Home Finance Agency was not designated as an allotting agency 
and for all practical purposes the activities of the HHFA under this program were 
concluded in March, although technically, CMP Regulation No. 6 was in effect 
until June 30, 1953. On August 18, 1953, NPA Delegation 14, under which the 
HHFA administered its program under CMP Regulation No. 6, was formally 
revoked, effective July 1, 1953. 

Sincerely yours, 
ALBERT M. Coir, Administrator. 
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FEDERAL CIVIL DEFENSE ADMINISTRATION 


FEDERAL CrviL DEFENSE ADMINISTRATION, 
Washington 25, D. C., August 24, 1953. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington 25, D. C. 

Dear Mr. CHAIRMAN: This is in reply to your recent letter requesting a brief 
summary of our operations during the past year under the Defense Production 
Act for inclusion in the annual report of your committee. 

During the period September 1, 1952, through June 30, 1953, this Administration, 
acting pursuant to the authority contained in DPA Order No. 1 and NPA Dele- 
gation 14, Amendment 2, of January 9, 1952, made the following allotments of 
controlled materials for civil-defense purposes: 


Warning and 
Reseue communica- Total 
program tions 
program 
Carbon steel (tons 15 16 61 
Copper wire mill products pound 0 9, 000 9, 000 
Foundry products do 0 500 500 


In the same period this Administration gave priority assistance to 15 com- 
panies which required assistance in obtaining class B products on Federal, State, 
and local civil defense contracts. Assistance in odtaining supplies for mainte- 
nance, repair, and operations (MRO) was also given to six companies. 

In addition, at the initiation of this Administration, joint procedures were 
established whereby in those instances in which it was necessary in connection 
with an application for a loan under the Defense Production Act to waive 
compliance with Government policies on industrial dispersion, the Office of 
Defense Mobilization would encourage the applicant to incorporate protective 
construction in the proposed facility or addition. The purpose of this, of course, 
was to reduce vulnerability, protect employees, and to assure the early resump- 
tion of production. 

No major problems were encountered in carrying on our operation under the 
Defense Production Act. Due to the increase in the supply of most basic materials 
we seldom had occasion to invoke its authority. However, when invoked, such 
authority proved to be quite effective in securing materials needed for civil- 
defense purposes, 

Sincerely, 
H. L. AITKEN 
(For Val Peterson). 


FEDERAL RESERVE SYSTEM 


BoArD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington 25, D. C., September 1958. 
Hon. Homer E, CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 
(Attention: Mr. Harold J. Warren, Clerk, room 11—C, Senate Office Build- 

ing, Washington, D. C.) 

DeAR SENATOR CAPEHART: In response to your letter of August 7, 1953, there 
is attached, for inclusion in the proposed report of the Joint Committee on 
Defense Production being prepared pursuant to section 712 (b) of the Defense 
Production Act, as amended, information relating to the operations carried out 
by the Board under authority of that act. 

Sincerely yours, 
Wo. McC. Marin, Jr. 
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1. Programs conducted by your agency under authority of the Defense Produc 
tion Act, as amended, as implemented by Executive order, departmental 
orders, delegations, ete. 

The Federal Reserve banks, under regulations of the Board of Governors, act 
as fiscal agents of the United States in connection with the V-loan program for 
Government guaranties of defense-production loans, and the Board of Governors, 
after consultation with the guaranteeing agencies, prescribes fees, rates, and 
procedures to be utilized in connection with such guaranties. 


2. Authority from which your agency derives its powers for such programs 

The present V-loan program of Government guaranties of loans to finance 
defense production was inaugurated under authority of the provisions of section 
301 of the Defense Production Act of 1950, approved September 8, 1950, and the 
President’s Executive Order 10161, dated September 9, 1950, subsequently super- 
seded by Executive Order 10480 dated August 14, 1953. Under the law, us 
amended by the Defense Production Act amendments of 1953, authority for 
the program, unless further extended, will terminate on June 30, 1955. 


3. A factual summary of each program including mention of any cooperative 
operations with other agencies 

Pursuant to the law and Executive orders of the President, certain designated 
procurement agencies of the Government are authorized to guarantee loans made 
by private financing institutions to finance contractors, subcontractors, and others 
engaged in the performance of Government defense contracts for the purpose 
of expediting production and deliveries or services for the national defense, 
By an amendment made by the Defense Production Act amendments of 1953 
guaranties may also be issued with respect to loans made to finance contractors, 
subcontractors, or other persons in connection with or in contemplation of the 
termination of their defense contracts. 

At the outset of the program the designated guaranteeing agencies were the 
Departments of the Army, Navy, Air Force, Commerce, Interior, and Agricul- 
ture, and the General Services Administration. In 1951 the Atomic Energy Com- 
mission and Defense Materials Procurement Agency were also designated as 
guaranteeing agencies. By Executive Order 10480 of August 14, 1953, the Defense 
Materials Procurement Agency was abolished and its functions transferred to 
the General Services Administration. 

4. A factual summary on the effectiveness of the program 

From October 1, 1950, to July 31, 1953, the guaranteeing agencies have author- 
ized the Federal Reserve banks to isSue guaranties covering 1,244 loans in the 
total amount of $2,293 million. The following table shows the breakdown of 
guaranteed loans authorized as of July 31, 1953, by size of loan: 





Percentage distribution of V-loans authorized through July 31, 1953, by size of loan 









| t { per t e 
itl 

Size of loar - _ 

N \ Num be A int 
Under $50,000 8.2 0.1 8.2 0.1 
$50,000 to $99,999 10. 5 8.7 6 
$100,000 to $249,999 19. 1 s 1.8 2.4 
3250,000 to $499,999 8.9 ) 6.3 
$500,000 to $999,999 Y f 72. € 12.6 

$1,000,000 to $4,999,999 21.3 27.7 3.9 4 
$5,000,000 to $9,999,999 12.5 I7. 2.8 
$10,000,000 and over . 5. | 47.2 100. 0 00. 0 


5. A factual statement on the current need of the program 


The following tabulation shows the number and amount of guaranteed loans 
authorized from the beginning of the program to the end of each month in the 
period September 1952-—July 1953. 


88759—53——_14 
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Guaranteed loans authorized to date 


[Thousands of dollars] 


Number 


Amount 








1952—Sey 30 1,113 $2, 052, 327 
Oct. 31 1, 130 2, 069, 697 
N ; 1, 143 2, 081, 888 
Dee. 31 1, 159 2, 124, 123 
1953—Jan. 31 1,173 2, 147, 953 
Feb. 28 1, 188 2, 170, 443 
Mar. 31 1, 204 2, 190, 643 
Ap ) 1, 212 2, 211, 201 
May 31 1, 221 2, 258, 011 
| RR re 1, 237 2, 283, 755 
July 31 1, 244 2, 292, 777 


6. A factual summary of the program as it relates to small business 


Percentage distribution of the guaranteed loans authorized from the beginning 
of the program to the end of July 1953 is shown below Classified by number of 
employees of the borrower. 

Nineteen percent of the number and approximately 1 percent of the amount 
of loans authorized consisted of loans under $100,000, while 57 percent of the 
number and 6 percent of the amount were under $500,000. Twelve percent 
of the number and one percent of the amount of loans authorized were to borrow- 
ers having assets of under $100,000; approximately 44 percent of the number 
and 9 percent of the amount were to borrowers having assets of under $500,000 ; 
60 percent of the number and 14 percent of the amount were to borrowers having 
assets of under $1 million. Approximately 73 percent of the number and 20 
percent of the amount of authorized loans were to borrowers having less than 
500 employees, including employees of affiliated concerns under common owner- 
ship or control. Approximately 76 percent of the number and 25 percent of the 
amount of authorized loans were to borrowers individually having less than 
000 employees. 


Percentage distribution of V-loans authorized through July 31, 19538, by number 
of employees of borrower 


NUMBER OF EMPLOYEES OF BORROWER (INCLUDING AFFILIATED CONCERNS 
UNDER COMMON OWNERSHIP OR CONTROL) 
Percentage of guaranteed Cumulative percentage 
loans authorized distributions 

Number of e1 ployees anand 

Number Amount Number A mount 
Und , Rf 0.7 8. ¢ 0.7 
25-49 0 x 18. ¢ 1.5 
4 8.9 1.3 27 2.8 
” 7.0 1.2 34 ) 
100-149 10. 1 2.0 44.6 6.0 
l + 13. ¢ 4.4 8.2 10.4 
250-4 1 { 9.4 73. 2 19.8 
10-999 10. 5 10.9 83.7 0.7 
1.000-2.499 6.8 14.1 90.5 44.8 
2 500 1 over 5.3 52.8 95.8 97.6 
Not ble 1.2 2.4 100.0 100, 0 
NUMBER OF EMPLOYEI OF BORROWER ONLY (NOT INCLUDING AFFILIATED 

CONCERNS UNDER COMMON OWNERSHIP OR CONTROL 

{ 9.7 1.1 9.7 33 
40 10.8 1.4 20. 5 2.5 
0-74 7 1.4 30. 2 3.9 
99 7.1 1.1 37.3 5.0 
14 9.8 2.0 47.1 7.0 

0-249 14.1 6.7 61.2 ] 
“ 9 15,1 10.8 76.3 24.5 
500-999 10.0 11.9 86. 3 6.4 
1.0m 499 13. 4 92.0 19.8 
2 AK 1.4 44. ¢ 06. 4 04.4 
Not a ‘ ( 5 100. 0 100. 0 
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7. Major problems which now confront the agency 
There are no major problems to report in connection with the V-loan program. 


8. Future objectives, including their relationship to varying conditions and 
future emergencies 
The objective of the guaranteed loan program is to expedite production and 
deliveries or services for national defense and the volume of future guaranteed 
loans will depend on requirements existing at any given time. 


9. Changes in organization resulting from reorganizational plans 
None. 


DEFENSE TRANSPORT ADMINISTRATION 


DEFENSE TRANSPORT ADMINISTRATION, 
Washington 25, D. C., September 14, 1953. 
Hon. HOMER E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 

Dear SENATOR CAPEHART: In compliance with the request from your office, 
dated August 7, 1953, I am forwarding herewith a brief summary of operations 
of the Defense Transport Administration under the Defense Production Act of 
1950, as amended, covering the period October 1, 1952, to October 1, 1953. 

This material is submitted for inclusion in the Third Annual Report to Con- 
gress by the Joint Committee on Defense Production. 

Very truly yours, 
JAMEs K. KnupDson, Administrator. 


I. AUTHORITY FOR THE CoNnpucT oF DTA PROGRAMS 


The authority under which the Defense Transport Administration conducts 
the programs described under item II is as follows: 


Defense Production Act of 1950, as amended (64 Stat. 798; 65 Stat. 131; 66 
Stat. 296; Public Law 95, 83d Cong., 67 Stat. 129) 
Executive Order 10219 (16 F. R. 1983) 
Executive Order 10480 (18 F. R. 4939) 
Defense Mobilization Order No. 30 (18 F. R. 5366) 
Organization Order DTA 1, as amended (15 F. R. 6728; 18 F. R. 4768) 


II. SUMMARY OF EKAcH DTA PROGRAM, INCLUDING COOPERATIVE OPERATIONS WITH 
OTHER AGENCIES 


A. TRAFFIC MOVEMENT AND CONSERVATION 


The analysis of traffic requirements and the ability of the transportation, 
storage, and port-facility plant to meet these requirements continued to be 
one of the major DTA programs under the Defense Production Act of 1950, as 
amended. This program is essentially based upon the maintenance of effective 
relationships with the Interstate Commerce Commission, other Government 
agencies, and industry representatives, together with economic studies by DTA 
personnel, to project requirements under different assumed conditions. 

1. Railroad transport 

Continued emphasis on the efficient utilization of railroad facilities and im- 
proved operations resulted in more effective railroad service notwithstanding 
the inability to meet programed equipment and facilities expansion goals. The 
judicious use of ICC orders administered by both the Washington and field 
offices of the Interstate Commerce Commission and the successful effort to 
obtain voluntary cooperation on the part of the railroad industry were the main 
contributing factors in achieving these results. The ICC orders issued, con- 
tinued, or amended during the year encompassed such subjects as restriction 
on movement of cars, use of specialized cars, rerouting of traffic, loading require- 
ments, permits to move certain commodities, demurrage, embargoes, and railroad 
operating regulations. The voluntary cooperation of the railroads enjoyed during 
the past was even more effective this year. Such cooperation was obtained 
through numerous meetings of the Administrator, DTA, and members of his 
staff with nationwide organizations of shippers’ advisory boards, railroad asso- 
ciations, Department of Defense, and other Government agencies and organi- 
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zations of various types associated with handling and movement of railroad 
tra tlic 

A number of studiés were made for the basic purpose of developing informa- 
tion required for a proper analysis of traffic conditions and the impact of 
anticipated conditions upon the railroad industry. One of these studies involved 
the utilization of freight-carrying equipment for the year 1951. This revealed 
that the average tons per car in 1951 showed an increase of 1.01 tons over the 
1950 average. Had the tonnage originated in 1951 been loaded at the 1950 
average, it would have required an additional 862,473 cars. In other words, 
this increase in tons per car resulted in a saving of 71,873 cars per month. 
Other studies included the identification of key transportation facilities for the 
Industry Evaluation Board established by the Secretary of Commerce, geographi- 
cal location of freight-car shortages, adequacy of freight-car ownership by indi- 
vidual railroads, better utilization of freight-car equipment, regulations by indi- 
vidual States dealing with transportation of explosives and other dangerous 
articles, requirements for freight-carrying equipment, availability and utiliza- 
tion of tank cars, and requirements for railroad passenger-carrying equipment. 

Emergency reroutings or diversion of traffic was carried out by issuance of 
necessary ICC service orders. During such emergencies as work stoppages, 
floods, washouts, and fire damage, in addition to close cooperation with the 
Association of American Railroads and others at national level, the service 
agents worked closely with local authorities in the field in solving rail-transpor- 
tation problems which developed. <A particuiar problem involving car short- 
ages developed with respect to pressure-type tank cars. Due to slippage in the 
construction of new cars and increased demand for these particular cars, a 
tight situation developed which required definite action by DTA. In order to 
meet car requirements, arrangements were made for voluntary exchanges of 
equipment between private companies and the Department of Defense. For 
example, at the request of PAD, one such arrangement provided for the loan 
of anhydrous-ammonia cars belonging to the Department of Defense to a private 
company in exchange for an equal number of that company’s dual-purpose cars 
which were then assigned by DTA to other companies for the movement of 
aviation gasoline. Other similar exchanges arranged during the year resulted 
in all demands being met without undue hardship. 

rhe composite effectiveness of these diversified actions is best illustrated by 
the chart on the following page showing the progressive decrease in boxcar 
shortages from 1951 to 19538, notwithstanding the fact that total carloadings in 
1953 compared favorably with 1951 and 1952 and the further fact that the net 
change in car ownership was small. Total ownership of boxcars on March 1, 
1953, was reported at 732,965, a decrease of 1,038 compared with March 1952. 

The current need for the continuation of these programs is based upon the 
following factors: While car shortages have been reduced to minor proportions 
the situation requires careful review to determine any reversal of this trend; 
the program goals for increasing freight-car ownership have not been achieved 
and a greater effort must be expended in encouraging railroads to meet these 
goals; the industrial trend to hitherto nonindustrial areas must be under con- 
tinuous study to determine the impart of this trend upon the Nation’s railroads 
in the event of an emergency ; the success of the present programs results in some 
complacency with respect to car utilization and it becomes necessary to avoid 
any major letdown which might later result in inadequate service or car supply. 


2. Street and highway 

Street and highway activities of DTA involve movement of property over the 
Nation’s roadways by private and for-hire motor carriers including farm vehicles 
as well as transportation by city buses, taxicabs, for-hire cars, hearses, ambu- 
lances, and private automobiles. 

The overall program for this activity is divided into two basie segments. 
The first is concerned with the analysis of present availability and anticipated 
requirements under certain assumed conditions. The second, with prompt 
and expeditious movement of military and essential civilian traffic during the 
present defense emergency. Within each of these two broad segments, of course, 
there are many specific activities or problems. During the reporting period a 
number of studies were being made to determine projection factors, distribution 
patterns, availabilities, requirements, and industrial production trends. Actions 
were also taken on current problems concerning movement of military and essen- 
tial civilian traffic. With respect to the studies involving assumed mobilization 
conditions, one involved the development of a composite weighted cyclical index 
of business activity as it relates to total ton-miles operated on main and local 
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SUMMARY OF BOX CAR SURPLUSES AND SHORTAGES 
1951-1952 - 1953 
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rural routes. The objective of this study was to provide a barometer which 
would indicate future needs for highway transportation based on forecasts of 
business indices. A study was also completed to determine the distribution 
pattern of fresh vegetables. This was one of a planned series of studies involv- 
ing distribution patterns for various commodity groups, the ultimate purpose of 
which was to determine what modifications could be instituted in the event of 
a full-scale emergency in order to increase the utilization and efficiency of high- 
way vehicles. However, reductions in personnel will prevent further studies 
along this line at the present time. Studies and surveys were also made with 
respect to present availabilities of trucks, passenger rental cars, and school- 
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bus production together with foreseeable requirements for all types of vehicles 
In addition to the above studies field representatives interviewed some 1,000 
shippers and manufacturers and approximately 800 motor carriers to obtain 
information concerning anticipated production trends and transportation needs 
during the immediate future. 

Street and highway activities also included current problems of the industry 
Conferences were held with Federal and State authorities concerning State 
regulations limiting the use of cargo highway vehicles which impeded trans- 
portation of defense materials. While not completely successful in all cases, 
sufficient modifications and waivers of those regulations and special permits for 
particular shipments were obtained to enable essential defense traffic to move 
without undue hardship. Detailed justifications were prepared and submitted 
to ODM concerning the defense need for adequate allocations of critical materials 
required for maintaining the motor vehicle fleet at an efficient operating level 
A justification was also submitted recommending the adoption of a policy to per- 
mit continued production of cargo motor vehicles on a limited scale in the event 
of a full-scale war. Manpower shortages and work stoppages, which posed some 
perplexing problems during the reporting period, are discussed in the manpower 
section of this report. However, while local strikes were in progress, the field 
staff minimized the effects of such interruptions by granting temporary author- 
ity and providing substitute services. During the year, two separate projects 
were initiated concerning loss of vehicle time due to detention at shippers’ plants 
(particularly affecting the hauling of steel), and traffic congestion in port areas. 
A study of steel-hauling practices made in conjunction with industry resulted in 
a voluntary program that improved conditions which led to unnecessary deten- 
tion of motor trucks at shipping and receiving plants. A pilot study was 
initiated at the port of Philadelphia by the Street and Highway Division in con- 
junction with the Port Utilization Division to determine the extent to which 
traffic congestion at ports could be eliminated by a voluntary program for better 
cooperation between pier operators and trucking companies. The study was 
conducted by an industry committee appointed for this purpose and it recom- 
mended the adoption of some ground rules which were accepted by all parties 
involved. Shortly after these rules were put into practice, the situation was 
improved to such an extent that the plan was made available to other port areas 
as a basis for the development of similar programs. 

It is not feasible to statistically analyze the effectiveness of the street and 
highway programs particularly due to the difficulty of mathematically evalnating 
the success of cooperative efforts. However, their effectiveness can best be 
judged by the general attitude in the industry that shipper-carrier-Government 
cooperation in meeting highway transportation problems during the year has 
established a working relationship that will enable the industry to operate under 
serious emergency conditions with only a minimum of Government interference 
and control, 

While almost all studies and surveys conducted during the reporting period 
were necessarily discontinued by reason of recent reductions in force, it is 
important that developing trends in the field of street and highway transport 
be carefuuly scrutinized to assure timely action if traffic conditions worsen. 
In addition, present trends of producing industries to disperse facilities could 
result in longer hauls with the consequent need for additional vehicles to trans- 
port the same tonnage volume. Such a development would require a sharp 
revision of estimated capacity necessary for full mobilization. 


8. Inland water transport 


The Defense Transport Administration is responsible for the maintenance of 
an adequate and steady flow of waterborne freight on the Great Lakes and inland 
water systemis within the United States and its Territories and possessions 
This responsibility includes the expansion, operation, maintenance, and _ util- 
ization of all types of inland water transportation equipment, terminals, and 
waterfront facilities during the current emergency period, and to develop such 
plans and programs as are deemed necessary to assure that the inland water 
transport industries will be prepared to meet the extraordinary demands for their 
services which would accompany an all-out emergency. 

The most important activity in the field of inland water transport throughout 
the year, has been in connection with the carriage of iron ore, grain, and coal 
on the Great Lakes. Because of the importance of steel to both the civilian and 
defense economies and the fact that about 70 percent of all iron ore required in 
United States steel production is carried to the mills via Great Lakes vessels, 
it is imperative that continuing attention be given to traffic movement and con- 
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servation of vessel equipment on the lakes. This is to assure the availability of 
the increasing quantities of ore required to support the current expansion in 
steel-production capacity. Other basic ingredients of steel, such as limestone, 
coal, and coke are also transported by the Great Lakes fleet. 

Another important segment of the Nation’s transportation facilities which is 
receiving continuing attention by DTA is the inland waterways system, com- 
prising over 28,000 miles of navigable rivers, canals, bays, and sounds. Many 
large cities and large industrial plants are located along these waterways and 
depend on this form of transportation to a significant extent. Approximately 
70 billion ton-miles of freight should be carried by these waterways in 1953, 
almost twice the ton-mileage handled during the peak year (1944) of World War 
II and a 67-percent increase over 1949. The ability of this transportation 
medium to handle bulk commodities, such as petroleum, coal, chemicals, metallic 
ores, large manufactured products, etc., in great quantities at economical rates 
is of particular significance. 

In respect to the aforementioned responsibilities, the Agency has actively 
pressed for the completion of the DTA sponsored Great Lakes construction and 
reconversion program; barge, towboat, and harborcraft construction program ; 
and the terminals and waterfront facilities program. Requisite attention has 
been given to its responsibilities as a claimant for controlled materials, com- 
ponents, manpower, when applicable, and financial aid necessary to effect the 
construction, repair, maintenance, and operation of inland water transport 
facilities. During the past year, a survey was made of all shipyards in regard 
to the progress of these programs. Future surveys will be curtailed due to 
budgetary restrictions. 

Inland water transport specialists in the Defense Transport Administration 
have worked in close liaison with the Army Corps of Engineers, National Pro- 
duction Authority, Defense Production Administration, United States Coast 
Guard, Maritime Administration, Navy Department, Petroleum Administration 
for Defense, Defense Solid Fuels Administration, and others. Close working 
relationships have also been maintained with both individual and organizational 
representatives of the Great Lakes and inland water transport industries. 
Among such organizations are the Lake Carriers’ Association, Great Lakes 
Ore & Coal Exchange, Lake Superior Iron Ore Association, Lake Ore Coal and 
Vessel Committee, American Bureau of Shipping, American Waterways Operators, 
and others. Such liaison has been maintained in the interest of voluntary 
program sponsorship and the orderly flow of waterborne traffic over the 
waterways. 

4. Warehousing and storage 

The responsibility of DTA in the field of warehousing and storage involves 
all four segments of this industry, i. e., general merchandise, refrigerated, grain 
elevator, and bulk liquid storage (other than petroleum). Such storage facilities 
are an integral part of the transportation system, since the purpose of storage 
is to equalize the flow of materials and supplies from the point of production 
to the place of consumption. 

It has been necessary to continue to assemble and analyze data concerning 
the varying present and future requirements of the Government agencies and 
the essential civilian economy for such services together with the capacity and 
ability of the storage system to satisfy these requirements. 

In September 1952 a survey of the public general merchandise and household 
goods warehouses was completed and the results released in a publication entitled 
“The Storage Picture.’ No comparable survey of this industry had been made 
since 1941 and the final tabulation showed that the net occupiable public storage 
space declined somewhat during this decade in the face of a rising population 
and an increase in reported national inventories. ‘Two thousand seven hundred 
and forty-nine concerns were recorded as having a net piling space of 130,043,000 
square feet, approximately 80 percent occupied with stored commodities at that 
time. Favorable comments were received with indications that this report was 
of assistance to the warehousing industry and to the users of such storage servy- 
ices. Two supplements of this report were released later, the first supplying 
information respecting the extent of the cotton warehousing facilities, and the 
second reflecting the use of manpower and powered material handling equipment 
required on the basis of personnel employed and the number of pieces of equip- 
ment used per 100,000 square feet of space occupied. 

A study of the refrigerated warehousing industry was completed in May 
1953 and the results released in a report entitled “Refrigerated Storage—A Look 
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Ahead.” The growth of the frozen-food industry and the increasing requirements 
for low-temperature storage space were analyzed and the future needs projected 
through 1955. The study concluded that cooler or above freezing space is in 
adequate supply to meet present and anticipated requirements, including the first 
impact of any sudden emergency. However, the requirements for low tem- 
perature or freezer storage space by the end of 1955 will amount to 259 million 
gross cubic feet, or a continuing expansion of 10 to 12 million cubic feet per year 
for the balance of this period. 

The most critical warehousing problem that arose during the current period 
Was in respect to grain-storage facilities. In anticipation of a prospective short- 
age of such elevator space, strong efforts were made throughout the year to 
induce the industry to construct new facilities under the accelerated tax amor 
tization program. Approximately 54 such applications were approved for a total 
of 35,269,730 bushels of new capacity at a cost of $15,539,572. As the harvest 
progressed, better-than-average crops had to be superimposed on an extremely 
large carryover of last year’s grain creating a serious shortage of elevator space 
at terminal markets and country points alike. This situation was carefully fol- 
lowed in all stages to determine what, if any, remedial action would be needed. 
However, the storage of CCC grain in ships of the reserve fleet in several port 
areas, exports for famine relief, and the piling of substantial quantities of grain 
on the ground in suitable areas, relieved the situation and the crisis caused by 
this year’s harvest passed without serious consequences. While crop restric 
tions and marketing quotas will be in effect for the 1954 crop, continued low 
exports coupled with a large harvest would undoubtedly result in another, and 
possibly more critical situation. 

Refrigerated storage followed its normal seasonal pattern during this period 
and a reasonable reserve of space has been available at all times, notwithstanding 
a substantial increase in use. This was undoubtedly due, in part, to the effec- 
tiveness of the industry’s expansion program under the accelerated tax amortiza- 
tion program, 

General merchandise facilities have been occupied, on the average, to approxi- 
mately 85 percent of capacity, which for efficient utilization leaves a small reserve 
of only 5 to 8 percent. National commercial inventories now exceed $75 billion, 
the highest in history, and the continuation of this upward trend during the 
coming year could result in an acute shortage of this type of space. It is a 
potentially serious situation which needs to be watched carefully in the months 
to come, particularly since the requirements of the military for such services 
may tend to increase by reason of the present curtailment of Government con- 
struction of warehousing facilities 

Occupancy of bulk liquid tank storage facilities (other than petroleum) con- 
tinues at a high level, although the completion of construction of a sizable 
number of tanks for the General Services Administration has eased the situation 
somewhat Any sudden emergency will bring an urgent need for such facilities 
for the explosives program and other military requirements, and the reserve of 
tank storage space is inadequate to support full-scale mobilization. 

Continued consideration was given during this period to the storage require- 
ments of the other Government agencies by DTA’s Storage Coordination Com- 
mittee, an interagency group composed of representatives of the Department 
Defense, Department of Agriculture, General Services Administration, Recon- 
struction Finance Corporation, and DTA. This committee is the one point for 
correlating the overall needs of the Government agencies for public storage 
services and for consideration of the problem of Government storage generally. 

Final approval of the Defense Warehousemen’s Associations at New York, 
Chicago, and Philadelphia was received from the Department of Justice and the 
other Government agencies concerned. These associations, now in successful 
operation, were used by the Department of Defense and have proved helpful in 
meeting storage requirements. 

Advance plans for the allocation of the use of all types of storage facilities were 
further refined during the period, readied for use in the event of emergency. 
Also a study was started in respect to the probable loss of warehousing capacity 
to he expected in the event of a direct enemy attack, but it has not reached the 
point where conclusions could be obtained or a report issued. In fact, due to a 
reduction in personnel engaged on warehousing and storage problems to one part- 
time employee, progress in respect to these studies and planning activities will be 
considerably curtailed. 
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5. Port utilization 


During the reporting period there was a general easing of congestion at ocean 
ports due to reduced exports, particularly bulk grain and coal. As a result, 
General Order DTA No. 2, which established a permit system for the movement 
and storage of bulk grain to coastal elevators, was suspended on March 9, 1953. 
During the 24 months this order was in effect a total of 7,027 permits for bulk 
grain exports were issued involving approximately 30,406,575 long tons, which is 
equivalent to 1,155,449,850 bushels. At the end of September 1952 the average 
occupancy of all costal grain elevators was 64.4 percent. with some areas show- 
ing occupancy up to 88 percent. The operation of the general order reduced 
reduced average occupancy by the end of June 1953 to 48 percent. <A further 
effect of this order was the reduction in cars held for unloading and during the 
control period the total number of loaded grain cars at the coastal elevators was 
held to less than 50 percent of the critical car bank. While there were a few 
particular trouble spots at some of the gulf ports, the operation of General Order 
DTA No. 2 effectively allocated elevator space and prevented clogging of coastal 
elevators and consequent misuse of freight cars for storage purposes. The 
trouble spots that did develop were handled by personal visits of DTA and ICO 
representatives and in all cases the situation was relieved in a matter of days. 
Congestion due to coal exports was handled through voluntary cooperation of 
railroads, transshippers, steamship agents, and port authorities, and this proved 
sufficient to maintain a fluid situation during peak loading periods, without the 
necessity for any restrictive orders. 

A pilot study was initiated in the port of Philadelphia by DTA personnel con- 
cerned with port utilization and street and highway facilities. The purpose was 
to determine methods of handling truck traffic at ports to materially relieve con- 
gestion and increase the operating efficiency of these facilities. Most of the 
United States ocean ports were planned and constructed for handling rail traffic 
However, the increased use of motortrucks in the past few years in handling 
cargo at steamship piers has resulted in progressive deterioration of efficiency 
and excessive detention of trucking equipment, with consequent traffic congestion 
in and around port areas. Since any attempt to revamp the port structures and 
access highways to meet this growing problem does not appear to be feasible at 
this time, the only alternative was to develop a more coordinated system of truck- 
traffic movement in the port areas. While the Philadelphia study was initiated 
by DTA, it was actually conducted by industry representatives with Government 
personnel acting in an advisory capacity and as observers. The objective was to 
arrive at a solution to this vexing problem which industry could undertake on a 
voluntary basis and the results were most gratifying. Representatives of the 
various industries participating in the study agreed to a set of ground rules that, 
when placed into effect, successfully reduced the time and effort required to 
handle truck shipments and also eliminated a considerable portion of the con- 
fusion that had been so prevalent. Recognizing that the problems of each port 
vary considerably, the ground rules agreed upon for application in Philadelphia 
were made available to the general public and particularly to private industries 
in other port areas with a recommendation that similar studies be made with a 
view to developing a set of ground rules that would apply to the specific problem 
involved. 

The Ocean Port Story was published in April 1953, describing in elementary 
terms the nature and functions of an ocean port. This publication was issued 
because, all too frequently, industrial interests that utilize port services are not 
fully aware of even fundamental port operations and such information should 
facilitate the free flow of commerce through these important facilities which can 
readily become bottlenecks under the pressure of heavy overseas movements. The 
Ocean Port Study received full distribution and was accepted by the industry 
as a major contribution to a better understanding of port operations by asso- 
ciated industries. 

Analysis of port-capacity surveys made by other Government agencies indicated 
that the theoretical capacity of a port is sometimes limited by bottlenecks that 
are not always revealed in a survey of physical facilities. Since the effect of this 
factor could prove to be of considerable importance during a serious emergency, 
it was decided to implement the information contained in existing surveys 
through roundtable discussions with operating personnel of the various ports 
These discussions were conducted at Atlantic coast ports, except New York, gulf 
ports, and some of the west coast ports by personnel of the Port Utilization Divi 
sion, DTA, and ICC field offices of the Bureau of Water Carriers. The informa- 
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tion obtained, together with that available for the previous surveys referred to, 
has been of inestimable value in further refining knowledge of present port 
capacity, as well as determining the action and facilities that will be required 
during an emergency to increase existing capacity with the least amount of criti- 
cal materials and manpower. A similar survey of the New York port has been 
initiated by the New York Port Authority. 


B. EQUIPMENT AND MATERIALS 
1. Freight cars 

The very acute car shortages of the fall of 1950 and the spring of 1951 did not 
recur during 1952 nor, to date, in 1953. During the fall of 1950 and the spring 
of 1951, the average maximum car shortage was 40,000 cars per day. In 1952, 
owing, in large measure to decreased car loadings resulting largely from the 
steel strike and other abnormalities on the one hand and from the salutary 
effects of DTA traffic movement and conservation programs on the other, the 
maximum daily care shortage was slightly in excess of 18,500 during the month 
of September. For the year 1953, the maximum car shortage to date has been 
slightly less than 5.500 cars per Cay. 

Carloadings for the year ended August 22, 1953, were in excess of 3914 millions 
of cars loaded. This is an increase of 2.75 percent over the same period in 1952. 
It was. however, a decrease of 3.94 percent compared with the same period in 
1951. 

On August 1, 1953, total ownership of railroad-owned freight cars, class I 
railways, was slightly in excess of 1,816,000. This is an increase of 1.02 percent 
over 1951 and 1 percent over 1952. Retirements during 1953 were 57.553 cars. 
This is an increase of 1.03 percent compared with 1952 and a decrease of 1.06 
percent compared with 1951. Many of the older cars retained in service have 
outlived their economic usefulness and, from the standpoint of shortage, can be 
considered only as part-time cars, 

The eased condition as to car loadings and car shortages had an adverse 
effect on the freight-car program during the fourth quarter of 1952 and the first 
two quarters of 1958. As there is no formal program for the construction of 
freight cars during the third quarter of 1953, it is reflected in the average 
production of new freight cars as follows: During the first quarter 1953, aver- 
age production was 7,493 cars per month; during the second quarter, 6,639 cars 
per month; and during the month of July, only 6,370 cars. 

The Defense Transport Administration, conscious of the real needs for an 
adequate freight car fleet, has continued to vigorously urge its program for 
freight-car production, and to stress the importance of preparing the Nation’s 
fleet for future traffic needs. The expansion goal of 436,000 new freight cars, 
approved in April of 1952 (covering the period, January 1, 1950 to July 1, 1954) 
is slightly over 61 percent accomplished. As of August 1, 19538, 266,460 new 
freight cars had been delivered. To produce the remaining 169,531 cars by the 
target date would require a production in excess of 14,000 cars per month. The 
number of cars on order and undelivered as of August 1, 1953, is only 47,423— 
slightly less than half of the 95,265 cars on order and undelivered as of August 
1, 1952. Under present conditions, there is no likelihood that the freight-car 
goal will be achieved by July 1, 1954. 


g 
2. Locomotives 


On August 11, 1952, the Defense Production Administration approved an 
expansion goal for United States railroad locomotive units based upon a study 
made by the Defense Transport Administration. This goal called for the pro- 
duction of 15,500 units between January 1, 1950, and July 1, 1954. To meet 
the goal, production at the rate of 936 units a quarter was required commencing 
October 1, 1952. This approximates the rate of production prevailing in 1951 
when 3,619 units were produced. However, allocations of controlled materials 
provided for less than 700 units a quarter, about 25 percent below the desired 
level, 

DTA’s aim was to keep production of locomotives, principally diesels, at a 
high level in order that the benefits of dieselization in manpower utilization, 
material usage, and car-day savings would be available for any mobilization 
effort that might ensue. 
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Production for the year ended July 31, 1953, was 2,580 units. The reduction 
in the number of units produced during the year was due, in part, to the steel 
strike during the summer of 1952. 

3. Street and highway 

The third quarter of 1951 marked the inauguration of the Controlled Mate- 
rials Plan and the submission of a formal program for motor and transit ve- 
hicles. At the outset of 1951, there was a considerable volume of vehicles on 
order with manufacturers that were caught in the copper and aluminum “freeze” 
orders. These freeze orders provided that a manufacturer could use only 85 
percent of the material used in the base period. As the base period for these 
types of vehicles was extremely low, 85 percent of that would have been un- 
satisfactory. 

The private automobile was handled initially as a consumers’ durable goods 
item, with a restricted production on the basis of a percentage of the base period 
through the entire year of 1951. As the base period of 1951 was extremely 
high, the production allowed was not altogether unsatisfactory. The forced 
curtailment did cause complaints from both the automobile manufacturers and 
the labor groups of Detroit. These complaints focused attention on DTA’s role 
as Claimant for automobiles and, with the first quarter of 1952, DTA’s claim 
for automobiles was recognized by DPA. 

The effect of the steel strike during the third quarter of 1952 is reflected in 
DPA’s authorizations for passenger automobiles, which reduced DTA’s claim 
by 60,000 units. Production for the third quarter was less than three-quarters 
of the DTA claim. During the fourth quarter, DPA cut DTA’s claim by 100,000 
units; however, by picking up a portion of the third-quarter slippage, fourth- 
quarter production more than compensated for the third-quarter loss. 

On February 16, 1953, notification of the approaching end to the Controlled 
Materials Plan canceled the need for the program. The production of passenger 
automobiles for the first and second quarters of 1953 far exceeded both DTA’s 
request and DPA’s authorization. 

The following tabulation reveals the results of the passenger-carrying vehicles 
program for the past yeur. 


Period DTA clair DI A een Production 
tlor 
PASSENGER AUTOMOBILES 
3d quarter, 1952 Bones 1, 110, 000 1, 050, 000 825, 301 
4th quarter, 1952 1, 150, 000 1, 050, 000 1, 295, 901 
Ist quarter, 1953__ .- 1, 250, 000 1. 250. 000 1, 505, 710 
2d quarter, 1953_. 1. 500, 000 1, 500, 000 1, 733, 859 
INTEGRAL BUSES 

3d quarter, 1952 2 20K 1, 850 762 
4th quarter, 1952 2, 200 2, 200 876 
Ist quarter, 1953 2. 000 ( 

2d quarter, 1953 __- 2 000 


1 Not available. 


During the first half of 1951, no assistance was given actually to any program 
for highway freight-carrying vehicles. During the third quarter 1951, DPA 
initiated a truck program with allied vehicles, such as truck bodies and trailers, 
on a percentage-of-base-period basis, and actually approved a production of 
275,000 trucks and truck-tractors—about 82 percent of DTA’s requested program 
level. The effectiveness of the program is demonstrated by the fact that a sub- 
stantial portion of the needs of the industry for equipment have been met, 
although in some instances, more urgent representations were required to secure 
DPA authorization of program levels in conformance with minimum levels which 
DTA felt could not be breached without damaging the existing transportation 
plant. During the third quarter of 1952, DTA’s claim was cut by 25,000 units 
and total production was only a slightly over 60 percent of DTA’s request. The 
greater portion of this slippage was recovered during the fourth quarter of 1952. 
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The tabulation following shows the results of the highway freight-carrying 
vehicles program for the year ended June 30, 1953. 


Period DTA cl 


DPA author 1 


CKS AND TRUCK-TRACTORS 





1 275, 000 250, 000 
it 2 290, 000 285, 000 
l 300, 000 00, 000 
i 25, 000 325, 000 
RAI s 
juarter, 1952 16, 000 14, 650 10, 555 
ath q 2 16, 000 14, 50( 13, 073 
| y 16, 000 (i ( 
14, 500 (1) ( 


ae 


j. Inland water 

(a) Great Lakes vessels program In view of the importance of ore move- 
ment and the other basie ingredients of steel, such as limestone, coal, and coke 
on the Great Lakes, the necessity for a program for increasing the tonnage of 
the lake-vessel fleet is readily appreciated. Such a construction and vessel- 
conversion program, started in 1950, is being continued; and during the 12- 
month period ending September 1, 1953, 6 ore carriers, 1 self-unloader (lime- 
stone), and 1 cement carrier, have been placed in operation. One ore carrier and 


2 self-unloaders (limestone) are scheduled for completion during 1954, and the 


construction of 3 additional ore vessels is being contemplated by the industry. 
This program is proceeding satisfactorily. The principal problems encoun- 


tered in the past have been the difficulty in obtaining steel and certain component 
parts, together with competitive problems in the training and retention of ship 
yard personnel These two factors have tended to retard vessel-completion 


dates but such factors should not prove detrimental to the program in the fore- 
seeable future 

(b) Barges, towboats, and harbor-craft program The economic importance 
of the inland waterways as evidenced by the tremendous growth in traffic clearly 
demonstrates a need for a barge- and towboat-construction program to produce 
the equipment required to meet the growing demand, as well as to replace equip- 
ment being retired due to obsolescence. While this program has been proceeding 
satis!actorily in some areas (for example, the petroleum-barge program has been 
completed), shortages of steel in the past, coupled with shortages of component 
parts, has delayed achievement of this goal by 1 year. Expansion goals for 
tugs, towboats, barges, and harbor craft, approved during the prior year envi- 
sioned the construction of 3,923 various types of inland waterways vessels dur- 
ing the 4-vear period ending December 1953, at which time it was hoped that a 
balanced fleet of 22,771 inland watercraft would be available. To accomplish 
the goal, the completion date has been extended to the end of December 1954. 

It is estimated that during the period of this report, 700 barges, tugs, tow- 
boats, harbor craft, and other special purpose craft were added to the inland 
waterways fleet. 

5. Construction and facilities 

Since it was realized that any construction of facilities in the areas spon 
sored by DTA would be dictated by the need to break specific bottlenecks and 
modernize out-of-date facilities, no attempt was made to fix a construction level. 
Every effort was made to obtain applications for construction as far in advance 
as possible of the quarter in which it was desired to commence construction and 
from these applications DTA made its claim for materials, giving due credit to 
the urgency of the type of project involved. 

In spite of the fact that there was quite an accumulation of heldup projects 
at the beginning of 1952, it was possible, by careful handling, to so distribute 
the materials available that no real hardship occurred. This, in spite of the 
fact that no materials were made available to DTA until the fourth quarter 
of 1951 

During the fourth quarter of 1952 and the first and second quarters of 1953, 
334 projects, having a total construction cost of $283,460,614 were authorized. 
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The following tabulation shows by broad categories the number of facilities and 
the aggregate construction cost covered by each category for the fourth quarter 
1952 and the first and second quarters 1953, as well as the total number of 
projects and the estimated total construction cost for the duration of the 
program. 


Authorized facilities construction program 


ith quarter 1952 | 3d quarter 1951 

















and Ist and 2d through 2d quarter 
quarters 1953 1953 
Nu Estimated | Num Estimated 
ber of construe- ber of | construction 
projects tion cost projects cost 
Railroads: 
Main-line track relocations 24 |$36, 439, 012 138 £105. 684. 157 
Yard changes and expansion 21 0, 210, 195 100 130, 959, 852 
Operating facilities, coal, water, sand, oil, ice 41 | 16.047, 786 192 28, 517, 043 
Passenger- and mail-handling facilities 9 1, 801, 152 tf 120, 451, 553 
Railroad freight-handling facilitic 3 4, 173, 330 27 10, 238, 325 
Repair shops and facilities 18 | 23, 404, 427 158 06, 605, 825 
Operating buildings and facilities 8 1, 838, 367 54 2, 650, 585 
Communications 11 916, 615 12, 840. 880 
Signals. 28 | 29, 663, 839 1, 765, 024 
Safety devices 34 3, 943, 939 7,49 7 
Bridges... 3 254, 500 42, 643, 58 
Power generation and distribution ; 280, 101 33 4, 853, 253 
Miscellaneous railroad facilities 7 3, 386, 626 14 7, 528, 292 
Strect and highway 
Passenger-han¢ ilities 1 14, 500 26 19, 712, 5lg 
Repair-shop facili truck and transit l 65, 000 4 12, 312, 289 
Signals.._- Shida Sitathes ie 0 10, 609, S84 
Power generation . ( 15 52, 456, 43, 
Truck terminals 21 6, 187, 244 172 33, 336, 355 
Trolley-coach extensions and installation ll 4, 573, 11é 42 31, 787, 31° 
Subway extensions and installations 7 0, 219, 000 28 125, 379, 598 
Warehousing and rage 
General warehou 8 2 813. 000 7 1 11.4 
Refrigerated warehousing 2 48S, 884 $8 1 $03 
Grain storage 32 13, 755, 915 115 30, 429, 797 
Inland waterways x 2, 098, 000 34 11, 582, 065 
Port facilities 2 3), 886, O75 132 116, 605, 186 
Total. ... ‘ 334 283, 460, 614 1,979 | 1,119, 834, 237 


Cc, MANPOWER 


The manpower activities of DTA continued the close cooperation with other 
Government agencies in the development of programs for recruitment, training, 
apprenticeship, and manpower utilization. While DTA did not intercede in 
any labor-management disputes, actual or threatened work stoppages were care- 
fully followed to determine the impact, if any, upon transportation services. 
Operating divisions of DTA were also kept informed as to the daily progress of 
these interruptions. 

During labor disputes, DTA cooperated with the National Mediation Board 
and the Federal Mediation and Conciliation Service by showing the urgency 
for resumption of activities in particular cases in order to maintain transpor- 
tation continuity and to point up the effect of any failures upon the defense 
effort. 

Ore of the primary manpower problems of DTA concerns the apprentice- 
training programs of qualified personnel because such a high percentage of 
transportation employees fall in the category of skilled labor. DTA participates 
in joint programs with the Bureau of Apprenticeship in the Department of 
Labor and with the Bureau of Motor Carriers and Service, ICC, which worked 
cooperatively at national, State, and local levels to establish training programs 
in the industries under jurisdiction of DTA. In some instances the Trade and 
Industrial Education Service of the United States Office of Education, through 
State and local boards of vocational education, assisted in supporting these 
programs. 

The apprentice-training program is effective as a long-term method to develop 
needed manpower in the field of transportation. However, immediate needs 
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must be met through other means. In order to overcome emergency shortages, 
DTA continued its programs, which gained considerable momentum during the 
past year, to urge upon industry the advantages of reducing industrial accidents, 
employment of the physically handicapped, women, older workers, and part-time 
employees. Thus, through a greater utilization of the available working forces, 
critical manpower shortages were reduced to workable proportions. Efforts 
were also directed to assist in obtaining temporary military deferments in a 
few urgent cases until suitable personnel could be trained. 

With respect to future manpower requirements, DTA was active in justifying 
the inclusion of the various transportation, storage, and port industries in the 
list of essential activities maintained by the Department of Commerce together 
with specific job classifications that should be included as essential occupations. 

Publications of monthly manpower bulletins covering policies, trends, labor- 
market information, and other data were prepared and distributed to the trans- 
portation industry, trade journals, labor organizations, and the DTA field staff. 
DTA also issued periodic statements covering timely manpower studies including 
policies and procedures on such subjects as military deferment, employment of 
partially handicapped, women, older workers, manpower losses due to accidents, 
and on-the-job training. Mowever, due to reductions in force, these publications 
were discontinued after June 30, 1953. 

The manpower situation in the United States for all industries and services 
is still very tight and an analysis of the various labor reports indicated that this 
situation will continue for some time to come. Any attempt to avoid serious 
consequences of developing shortages must resolve itself into a continuing pro- 
gram to constantly impress upon industry the urgency for apprentice training 
and the utilization of personnel which are not generally in the normal labor 
force. Programs urging these steps upon industry require considerable time for 
developing sufficient momentum to be effective and since that time may not be 
available in the event of a sudden emergency, the present manpower program 
should be continued so the momentum now developing will not be lost. 


D. FINANCIAL ASPECTS OF INDUSTRY EXPANSION 


1. Programs conducted under authority of the Defense Production Act, as imple- 
mented by Executive orders, departmental orders, delegations, etc. 

The programs conducted by DTA in this area cover the processing of appli- 
eations for defense loans under sections 302 and 303 of the Defense Production 
Act of 1950 and the processing of applications for certificates of necessity under 
subsection (e) of section 124A of the Internal Revenue Code, as added by sec- 
tion 216 of the Revenue Act of 1950. 


2. A factual summary of each program, including mention of any cooperative 
operations with other agencies 


(a) Tazx-amortization program.—The following table summarizes the tax- 
amortization program for the period September 1, 1952, through August 31, 1953: 


| Number Amount 


———-} —— 








Applications pending (Sept. 1, 1952) 499 | $217, 990, 783 


Applications received ; wi 801 | 1, 001; 116, 632 
Applications processed: —_ ; r pi Meg 
Recommended for allowance ! 906 | 1,027, 776, 207 
Recommended for denial | 243 | 107, 420, 262 
r'ransferred or withdrawn 46 40, 156, 688 
Total processed 1,195 | 1,175,353, 157 
Applications pending (Aug, 31, 1953) | 105 | 43, 754, 258 
Certificates issued | 922 | 996, 019, 129 
Applications denied (including partials) ; 403 101, 765, 026 








1 268 of the 906 applications recommended for allowance also contained some. facilities reeommended for 
denial. 
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Requests for reconsideration of taxv-amortization denials 





Meee tine pa CBee: TF, SI icici csccccneniminememeni 34 
POU TURMEPOD. UNIS TRIO ins hee cliceiinnninaenase anno 66 
Er ie re aah icecream ccennisnsernieiaiiaiaan 36 
ree: Bot Ce rn ee eee 37 
Processed to ODM—partial allowance, partial denial__._._.._-__---__---.- 17 

UGE TROCRINOG: CTI WOT oie oc cninnnmenenhemannnes 90 
armen, Re TED iti sii can cranes cieiianien ideesiniaaaaaaia ee 10 


Requests for letters of predetermination on taz-amortization applications 





Des TOR: Sarre, Ceri Bi I aa societies cence cscs necks eerenninickscnenlnaeaal 5 
TENNER TORGEVOR: CUTIE DOT iii ii ecsciciciereniicccincicncmmmmieinndieemal 168 

II. Crh CRETE GI ON in ctr eeemd 173 
TOUT OU Ti, ci ete ck tees eset neice 0 


(b) Defense loan program.—The following table summarizes the defense loan 
program for the period September 1, 1952, through August 31, 1953: 


Number Amount 





Applications pending (Sept. 1, 1952) 9 | 
Applications received --. = . 26 


$43, 340, 633 
7, 084, 000 


Applications processed: 


Recommended allowance by DTA 10 3, 290, 133 
Denied or denial recommended by DTA ll 43, 604, 000 
Partial allowance and partial denial by DTA . 0 0 
Withdrawn by applicant 112 1, 505, 500 
Total processed 4 oe = 33 48, 399, 633 
Applications pending (Aug. 31, 1953) - - - . -- ‘ 2 2, 025, 000 
Certified by ODM 3 2, 113, 400 
Loans granted by RFC_-__-.. . 0 0 


1 Loan No. 302-6 withdrawn after issuance of certificate in the amount of $4,944,973. 


(c) Cooperation with other agencies.—The processing of applications requires 
cooperation with several other governmental agencies having an interest in the 
facilities involved. Conferences are held and records reviewed and in some 
instances written substantiation of material facts is obtained. The agencies 
and the items of mutual interest are as follows: 


AGENCY ITEMS OF MUTUAL INTEREST 

Interstate Commerce Commission_~__-- Necessity for motor-, water-, and rail- 
transportation facilities; miscellan- 
eous information and transport sta- 
tistics. 

a alii sais nati ticecinl i et Necessity for grain-storage and cold- 
storage facilities. 

MOTTON TOI Gavia ctcicictntrtiniamniein Necessity for freezer storage facilities. 

Petroleum Administration for Defense. Necessity for oil transportation facil- 
ities. 

Department of Defense__.._-_-_--_--- Necessity for various transportation, 
storage, and port facilities. 

Office of Defense Mobilization______--~- Creation of overall policy. 

Reconstruction Finance Corporation_.__ Necessity for granting defense loans. 


3. Effectiveness of the program 

The degree of effectiveness of the tax-amortization program can be measured 
by the industry expansion of transportation, storage, and port facilities resulting 
from the incentive of tax-amortization certification. The following table sum- 
marizes, by number and dollar value, the types of transportation, storage, and 
port facilities recommended for expansion through the incentive of tax amor- 
tization during the period September 1, 1952, through August 31, 1953: 
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Type of equipment 


Number Dollar value 


Inland waterways ; 

lank barges (includes reconversions 91 unit $4. 521. 159 
28, 215, 894 
46, 716, 986 


6, 942, 476 


lugboats and towboats (includes reconversions 77 unit 
Cargo barges (includes reconversions 


Great Lakes carriers (includes reconversions) 















Car floats and car ferries 1, 707, 906 
Railroads 

Box cars 9,910 units 

Gondola cars 11,487 units 

Hopper cars 10,486 units 

Retrigerator cars 3,282 units 

lank car 5,492 units 

Other freight cars 6,055 units 

La ptives 1,749 units 

Yards and improvement facilities 70 application 

Miscellaneous facilitic 225 applications 
Motor transportation 

rmit ind repair facilities 53 applications 8, 836, 280 

lractors, trailers, and trucks 0 v 
Storage and warehousing 

G ra | 269,730 bu 1 39, 572 

( il freezer storage | 281,636 cubic 3, 356, 400 

I « ( juare 316, 104 
Port facilitic 

Unloading facilities | 2 application 3, 011, 00 

' 

j. Current need for the program 


The tax amortization and defense-loans programs represent Government’s in- 
centive to secure the cooperation of industry in accomplishing necessary ex- 
pansion for defense purposes In the event that the required expansion has 
already been met or if no expansion were required whatsoever, then obviously 
no further program would be required. The following is indicative of the con 
tinuing necessity for inducement for the expansion of transportation, warehouse, 
and port facilities. At the insistence of DPA (now ODM) DTA prepared and 
filed certain expansion goals covering the various segments of the transportation, 
torage, and port facilities industries. These goals in turn were approved by the 
DPA (now ODM) Office of Requirements. After approval, these expansion goals 
represent the best thinking of the highest authorities in Government as to what is 
actually required in order for that particular industry to be sufficiently prepared 
to participate in the defense program. The following listing indicates the goals 
and the expansion certified to date 


* fi ige 
Name il ( l | ed ( tified to te I ; 

ce ed 
Fre t 1 436.000 ear 200,598 car 66. 6 
Lo ot 15,500 en ‘ 9,402 er es He 
Mi hane s railroad terminal and $500,000 000 ( ] $388 ,322,095 f 
I I v ve | 123 ‘ 499 vessel 63. 7 
Ga e rrie urrier 0.0 


In addition to the foregoing, the following goals were approved by DPA (now 
OUM) as open-end goals where the types of facilities and portions thereof to be 
approved for accelerated amortization would be dependent upon individual 
investigations at particular locations. These goals are: Warehousing and stor- 
age facilities; motor terminals and repair shops; inland waterway terminal 
facilities; and port facilities. 


E. TERRITORIES AND POSSESSIONS 


ITA responsibilties for the Territories and possessions are twofold: (1) To 
coordinate the existing transportation service of the United States and its Ter 
ritories and possessions in the interest of meeting the requirements of national 


defense and essential civilian needs and (2) to insure that the transportation 
industries in the Territories and possessions establish adequate programs for 
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utilizing, maintaining, and expanding their facilities to absorb the additional 
burden of the defense effort. 

Surveys of the transportation, storage, and port facilities in the Territories 
and possessions were continued during the reporting period. With the comple- 
tion of the Alaska survey, the preliminary groundwork for the Territories and 
possessions has been accomplished. Information gathered was analyzed to 
determine the areas of deficiency as a basis for developing adequate corrective 
programs. Major deficiencies in Alaska are the lack of warehousing facilities 
and the lack of regulation of the activities of property and passenger carriers. 
Puerto Rico is in need of warehousing and terminal facilities, while Hawaii and 
Guam have adequate facilities to meet present defense demands. In addition to 
these surveys and analyses, DTA cooperated with the Office of Territories, De 
partment of the Interior, the Department of Defense, the Government agencies 
represented at the DTA Interagency Advisory Committee on Defense Transport, 
Storage, and Port Utilization, authorities of the Canadian Governnient, and local 
authorities of the Territories and possessions with respect to the particular 
problems involved. 

During the reporting period, preliminary surveys were expanded to develop 
more detailed information concerning local situations and certain phases of trans- 
portation activities between the United States and Alaska, 


F. ADVANCE MOBILIZATION PLANNING 


Advance mobilization planning activities of DTA concerning surface transpor- 
tation, storage, and port facilities continued with the effort to implement, in 
detail, the broad concepts previously developed by task groups of the National 
Security Resources Board between 1948 and the early part of 1950. The NSRB 
task group reports were intended to merely establish guidelines and general 
concepts of areas wherein controls would be necessary rather than detailed 
policies, procedures, and methods. It was acknowlegded that defining specific 
problems, policies, control procedures and the analysis of new methods to meet 
modified concepts of conditions that would prevail in any future emergency 
would have to be performed by an agency specifically established as an operating 
agency. 


Thus, the advance mobilization planning activities of DTA during the re- 
porting period were directed toward the preparation of detailed plans that 
could be placed in operation quickly Because of the need to get practical 
solutions to the many complex problems involved, the planning was performed 
by personnel in the operating divisions, when not fully engaged with current 


problems. However, since the several plans were to some extent dependent 
upon each other, and since they had to be closely coordinated, a focal point 
within DTA was established for such coordination and also for the establish- 
ment of time schedules that would keep the progress of the operating divisions 
in proper balance. Mobilization planning activities of DTA are grouped in 
two major categories: (1) Development of standby orders, regulations, and 
procedures that would be required for full mobilization controls in any type 
of emergency and (2) development, in cooperation with other Government agen- 
cies and industry representatives, of transportation plans for problems incident 
to enemy attack on the continental United States. With respect to the first 
category, here was adoped a common format and general policies for all divisions 
to follow in developing their plans. The format consisted of an introduction 
which included the broad concept of the problems, a statement of the extent 
of authority and scope of the plan, a summary and proposed solution for each 
problem with necessary orders, regulations, ete. It was also adopted as a 
general policy: That all plans would be based upon the concept that the trans 
port, storage, and port industries would operate their own facilities; that indus- 
try should be given every opportunity to effect necessary controls by voluntary 
action, prior to any imposition of Government orders or regulations; that Gov- 
ernment orders or regulations would be issued only when the voluntary actions 
proved insufficient or when such orders, etc., would be necessary to protect 
the industry or required to give legality to its voluntary actions; and that the 
plans would be sufficiently flexible to allow progressive applications in varying 
stages depending upon the degree of the emergency, rather than jump from 
a peacetime operation directly to a full wartime operation. The development 
of forms and procedures has had to await interagency plans for meeting trans- 


portation problems incident to direct enemy attack, because of the necessity 
38759—53——15 
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as 


to know the relationship between the concept of transportation controls during 
a civil defense emergency and regular wartime transportation controls. Con- 
siderable progress was made on the interagency planning activities. An agree- 
ment, which defines the responsibilities of the several interested Government 
agencies with respect to civil defense transportation and related matters, has 
been executed by the agencies involved and has been approved by the Director 
of ODM. Pursuant to the agreement a working group has been established 
to develop plans for dealing with wartime transportation and storage problems 
incident to enemy attack on the continental United States and this group is 
now working on such plans. 

Further progress was also made by the Facilities Protection Board Task 
Group on Transportation and Warehousing which was chairmaned by DTA. 
The task group consisted of representatives of Government agencies concerned 
with the different forms of transportation and warenousing as well as industry 
representatives. Five subtask groups, one each for railroad, street and high- 
way, air, port facilities, and warehousing, were formed to prepare manuals on 
protection of critical facilities. The railroad, street and highway, and ware- 
housing manuals were completed and submitted to the Facilities Protection 
Board for further processing. DTA also participated in the activities of the 
Industry Evaluation Board Task Group on Transportation. Information was 
submitted by DTA concerning certain highly critical transportation facilities 
that fall within DTA’s area of responsibility. 


G. DEMOBILIZATION PLANNING 


The Defense Transport Administration has always recognized its responsi- 
bility to curtail operations and personnel concurrently with any improvement in 
the international situation or reduction in shortages of transportation and storage 
capacity that had been brought on by the defense effort. Consequently a plan 
Was prepared under which each DTA program was properly evaluated with 
respect to its relative position under demobilization conditions. As each step 
was taken in expanding the organization, the demobilization plan was adjusted 
to provide the proper sequence for contracting or eliminating the expanded 
activity. 

The objective of this plan was to determine the progressive steps that would 
be required to remove, in an orderly and systematic fashion, restrictions and 
controls that may have been imposed and thus avoid any adverse impact or 
confusion on the part of the affected industries during the decontrol period. 
Following the reduced budget appropriation for the fiscal year 1953 and lessen- 
ing world tensions, the plan was activated and all of the agency’s operations 
carefully subjected to review by the Office of the Administrator. Those pro- 
grams which were currently maintained as a basis for action in the event of a 
sudden emergency were either discontinued or drastically cut. At the same time, 
analyses of industrial conditions were modified to provide broader coverage at 
less frequent intervals, except for particular situations, such as the movement 
and storage of the grain crop. This gradual and selective reduction of activities 
enabled DTA to progressively reduce personnel over an extended period of time 
rather than a single large reduction at one time. The gradual reduction in 
force avoided the confusion which normally accompanies complete termination 
of many programs on the same date. The mobilization plan is still in effect and 
is being constantly modified as new conditions or situations develop. 


H. DEFENSE HISTORY PROGRAM 


DTA cooperated in the defense history program initiated by the Office of De- 
fense History of the Bureau of the Budget. The purpose of this undertaking 
was to record for the future the problems faced by DTA in the present national 
mobilization effort and the policies and methods used in the solution of these 
problems. An Archives Committee directed this program but the material was 
prepared by operating personnel that were most closely associated with the 
problems and the solutions adopted. 

The following history projects, covering the period from the inception of DTA 
to December 31, 1952, were completed during the reporting period and submitted 
to the Bureau of the Budget: 

(i) Movement of Essential Traffic over the Nation’s Highways. 

(ii) Movement of Essential Traffic over the Nation’s Inland Waterways. 
(iii) Warehousing and Storage under Conditions of Defense Mobilization. 
(iv) Export Movements of Grain and Coal. 


I, 
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(v) The Claimant Functions for Equipment, Materials, Construction and 
Facilities for Domestic Transport, Storage and Port Operations under De- 
fense Mobilization. 

(vi) Manpower for Domestic Transport, Storage, and Port Operations 
under Defense Mobilization. 

(vii) The Tax Amortization and Defense Loans Programs as Related 
to Domestic Transport, Storage, and Port Operations. 

In addition to the above-completed projects, historical information is being 
assembled on the following projects : 

(viii) Meeting the Shortages of Railroad Freight Cars and Motive Power. 

(ix) Transporting the Nation’s Petroleum Products and Other Essential 
Liquid Commodities. 

(x) The Nation’s Ports under Mobilizatior. 

(xi) Domestic Transport, Storage, and Port Operations in the Territories 
and Possessions under Defense Mobilization. 

(xii) Meeting the Impact of Disaster Conditions upon Dometic Transport 
and Storage in (1) Midwestern Flood Area, and (2) California Earthquake 
Area, 

I. SCRAP PROGRAM 


The Transportation Committee for Scrap Recovery which was organized in 
September 1951 was effective in developing much needed scrap for the continued 
production of steel. At that time, and during the early part of 1952, the serap 
inventories at steel mills were at a critically low level with some mills operating 
on only a 1-day supply. However, during the steel strike in 1952, scrap inven- 
tories began to build up and ample reserves were established at that time. It 
was expected that with the termination of the steel strike further scrap short- 
ages would be encountered and for that reason the Scrap Committee continued 
its activities for developing additional normal and dormant scrap. However, 
the expected shortages did not materialize due to the momentum generated 
during the life of the committee, and it was terminated in December 1952. 

During the reporting period the railroads retired and set aside for scrap 
purposes a monthly average of 5,125 freight cars and 470 obsolete steam loco- 
motives. At the same time large tonnages of scrap were released by the street 
and highway industries due mainly to substitution of buses for street railway 
transportation. 

The scrap situation continues to remain favorable and the steel mills now have 
au 60- to 70-day level of supply. Under the circumstances, it is not anticipated 
that any further action will be required by DTA and the Scrap Committee. 


III. PRoGRAMS AS RELATED TO SMALL BUSINESS 


The Defense Transport Administration continues to maintain close liaison 
with those Government agencies that are concerned with small business. One 
aspect of this is the participation of DTA representatives on interagency advisory 
committees of these Government agencies. In addition, the Administration has 
constantly urged upon its staff the necessity of paying particular attention to the 
problems of small business. 

While railroads in general can be considered as big business, many class 
II and III railroads fall into the small-business category and all DTA rail- 
road programs are designed to give these small railroads equal consideration 
in any policy determinations. As a matter of fact, DTA programs for the dis 
tribution of available car supply and to expedite traffic movement inevitably, 
work to the advantage of the small-business railroads rather than the larger 
ones. Close relationships have also been maintained with the American Short 
Line Railroad Association and every cooperation has been extended for assist- 
ance on specific difficulties encountered by its members. 

Unlike the railroads, the largest part of street and highway transportation 
companies fall within the small-business category. Likewise the services of 
highway transportation are, in a great measure, utilized by producers that 
are considered small business since this particular type of transportation lends 
itself effectively to the requirements of these small-business companies. Thus, 
any effort of DTA in improving service in the street and highway transportation 
field automatically benefits the small-business man in the production as well as 
the transportation fields. The ICC field staff, representing DTA, is in daily 
communication with small-business men at local levels and surveys conducted 
by them have always been carefully planned to include a representative portion 
of small-business concerns. 
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With respect to the inland water transport fleet, more than 95 percent of the 
operators are classified as small business and over 90 percent of the ship repair 
and building yards are in the same category. Programs involving inland water 
transportation give full consideration to the needs and problems of small business, 

The warehousing and storage industry is composed almost entirely of small- 
business companies. As an example of the programs designed to aid small 
business, DTA was instrumental in the development of the Defeuse Warehouse- 
men’s Association plan for the storage of Department of Defense material in 
commercial warehouses. Under this plan all the general merchandise ware- 
housemen in a metropolitan area are invited to join the association and a single 
contract for warehouse services is then made with the Department of Defense. 
As material is offered for storage in the area, the association officials distribute 
the business to its members in direct proportion to the size of the member's 
warehouse By this means, the small-business man automatically obtains his 
share of Government business without the necessity of incurring expenses to 
personally solicit business from the separate services of the Department of 
Defense. DTA also has proposed the adoption of this plan for use by all Govern- 
space. With the exception of the 
Department of Agriculture, the proposal has been accepted in principle by the 
agencies represented on the Storage Coordination Committee of DTA for adop- 
tion during a more serious emergenc) There are now Defense Warehouse- 
men’s Associations in New York City, Chicago, and Philadelphia. 

In the field of port utilization, DTA has engaged in interagency activities 
concerning studies involving problems of the smaller ports with a view to de- 
velop a program for keeping these smaller ports alive in order to assure their 
availability as alternate ports in the event of enemy attacks on other ports. 

Under the definition of ‘small business” as it is used by Small Defense Plants 
Administration, approximately 90 percent of the applications for accelerated 
tax amortization received in this office from the warehousing and storage in- 
dustry, the motor-carrier industry, the inland-waterway industry, and the port 
industry, represent small business. In addition, a certain minor portion of 
the applications for railroad facilities were filed by small short-line railroads. 
The statistics contained in the tabulation covering tax-amortization activity, 
itemized under the small-business categories indicate the amount of expansion 
inducement offered to small business by this Administration. 





ment agencies that are large users of stor 





IV. MAsgor PROBLEMS Now CONFRONTING DTA 
A. ADVANCE MOBILIZATION PLANNING 


The advance mobilization planning for all forms of transportation, storage, 
and port favilities under the jurisdiction of DTA, particularly as it concerns 
transportation during a civil-defense emergency, is one of the important proj- 
ects with which the agency is now concerned. Development of these plans in- 
volves coordinating the combined efforts of a number of Government agencies 
as well as the proper meshing of different forms of controls under varying 
conditions. It also involves development of procedures that will not unneces- 
arily conflict with operating procedures of Government agencies and private 
industries that are users of transportation services. The advance plans pre- 
pared by DTA are now at a stage where coordination with other Government 
agencies is required and this will be accomplished through the activities of the 
working group on transportation problen incident to enemy attacks on the 
continental United States established by ODM. These particular problems are 
intensified by the fact that detailed provisions must not only be made for neces- 
sary orders, regulations, and procedures, but the organization and alterate meth- 
ods of communication must also be established. Controls and procedures used 
in previous emergencies, while helpful, cannot be relied upon because the effects 
of direct attacks upon the continental United States must be considered in the 
development of these plans. This factor also requires plans that will enable 
the Administration to simultaneously divert traffic around many traffic centers 
and from one media of transportation to another. 





B. CONTINUING REVIEW OF EXISTING CONDITIONS 


While transportation shortages have been materially reduced, the existing 
situation requires constant review so that trends which might reverse the pres- 
ent situation will be revealed in sufficient time to permit action prior to develop- 
ment of serious consequences. This review includes railroad, street and high- 





RS 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 223 


way, and inland water transportation. Warehousing and storage space, even 
at the present time, is very tight, particularly in the area of grain storage. 
Increases in national business inventories, coupled with limited construction 
of Government warehouses, could alter the present situation rather suddenly 
with serious impact on the defense effort. This continuing review of existing 
conditions has become more difficult because detailed analyses are limited due 
to reductions in personnel. 


C. INCREASING THE MOBILIZATION BASI 


Analysis of mobilization requirements made by DTA clearly indicates that the 
present capacity of transportation, storage, and port facilities is insufficient as 
an adequate base for full mobilization. In view of these studies, expansion 
goals were recommended to, and approved by, ODM and programs were initiated 
for encouraging industry to expand their facilities in accordance with the estab 
lished goals. But, as indicated above (sec. II D 4 of this report) actual expan 
sion, particularly by railroads, has fallen far short of achieving these goals. The 
need to achieve and maintain an adequate mobilization base remains a matter 
of utmost importance, and it is therefore urgent that DTA vigorously pursue 
a program to plan, promote, and encourage industry to acquire and maintain the 
necessary capacity. 

D. KEEPING SMALL PORTS ALIVI 


Some progress has been made on a study of the problem of how to keep small 


ports alive. This study is being conducted under the direction of the Interagency 
Committee on Port Utilization, which is chairmanned by DTA. A satisfactory 
solution to this problem is requisite to the success of any plan for use of alternate 
ports in the event of an emergency. 


E. MANPOWER SHORTAGES 


Existing manpower shortages present a rather serious problem for the trans 
portation, storage, and port activities falling within the jurisdiction of DTA 
Skilled labor in these industries represent a very high percentage of the total 
and since many of the industries’ activities are decentralized, shortages of 
skilled labor and key personnel can quickly disrupt operntions. The basie solu 
tion to this problem is to have an effective apprentice-training program. This 
type of program, however, is slow moving and generally not popular because 


immediate results do not appear to compensate industry for the expense involved 
It is also true that once such a program loses its momentum, it takes considerable 
time to get it moving again. DTA is therefore confronted with the problem of 
continuing an active program, with the aid of other Government agencies, to 
constantly impress upon industry the urgency of maintaining an effective 


apprentice training program. 
V. AcTIONS TAKEN AS A RESULT OF CONGRESSIONAL RECOMMENDATIONS 


No recommendation or suggestions were made by the Joint Committee on 
Defense Production, United States Congress, nor any other congressional com- 
mittee or group with respect to the activities of the Defense Transport Admin- 
istration for the period covered by this report 


VI. CHANGES IN ORGANIZATION 
A. REORGANIZATION 


Due to reductions in appropriated funds from $2,200,000 for fiscal year 1953 to 
$425,000 for fiscal year 1954, DTA was reorganized to obtain full utilization of 
its reduced personnel. The reorganization pattern, among other things, elim 
inated the five operating divisions (Railroad, Streets and Highways, Inland 
Waterways, Warehousing and Storage, and Port Utilization) and substituted a 
single Transport Specialist Group to consist of specialists for each of these seg- 
ments of the transportation industry. This reorganization was accomplished by 
an amendment to Organization Order DTA 1, dated Angust 5, 1953, which was 
duly published in the Federal Register. The present organization now provides 
for the following units: 

(i) Office of the Administrator. 
(ii) Office of the Deputy Administrator. 
(iii) Office of the General Counsel. 
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(iv) Administrative Officer. 
(v) Transport Specialists Group. 
(vi) Tax Amortization Group. 
(vii) Advance Mobilization Planning Group. 


B. DEFENSE TRANSPORT ADMINISTRATION STAFF 


In the interest of economy and to eliminate duplication of office space and 
supervisory personnel wherever possible, DTA is continuing its policy of making 
use of the existing facilities of the Interstate Commerce Commission to the extent 
available. Through arrangement and agreement with the ICC, DTA is using 
91 ICC field offices. DTA is also using the departmental services of the ICC in 
Washington to assist in administrative matters pertaining to the joint interest 
and dual operation of these two agencies. By reason of this cooperation between 
the ICC and DTA it has not been found necessary under present conditions for 
DTA to establish any field offices of its own. Services performed by ICC for 
DTA are paid for out of an ICC working fund provided by DTA. 

In anticipation of a reduced appropriation for the fiscal year 1954, DTA 
initiated and completed a reduction in force program, which resulted in the 
termination of employment of a major portion of its personnel, as reflected by 
the following statistics: 

DTA staff 


Regular emplo it 153 35 
W.a.e.¢ ul ts 13 2 
W c. consultants 17 | l 
ae a a 183 38 
Working fur Ice 7 
Bureau of Administration. wi | 7 | None 
Bureau of Service J . 114 13 
Bureau of Motor Carriers : | 55 | None 
Bureau of Water Carriers and Freight Forwarders... .- 2 | 
Total ; aiibiet ‘ hae ae 178 | 15 
Grand total in hatin uens > acs | 361 | 53 


SMALL BUSINESS ADMINISTRATION 


SMALL BusINess ADMINISTRATION, 
Washington 25, D. C., September 15, 1958. 
Hon. Homer CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk, room 11-C, Senate Office Build- 
ing, Washington, D. C.) 

Dear Mr. CHAIRMAN: In accordance with your recent request, I am pleased to 
submit the enclosed report on the operations of the Small Defense Plants Admin- 
istration during the past year for inclusion in the Third Annual Report of the 
Joint Committee on Defense Production. 

With kindest personal regards. 

Sincerely yours, 
WiiwiaM D. MircHety., Administrator. 


SMALL DEFENSE PLANTS ADMINISTRATION 


The Small Defense Plants Administration was created by section 110 of the 
Defense Production Act Amendments of 1951 (Public Low 96, 82d Cong.) 
enacted on July 31, 1951. Section 110 was incorporated inte the Defense Pro- 
duction Act of 1950 as section 714. The Administration, originally scheduled 
to end on June 30, 1952, subsequently was extended by Congress to July 31, 
1953. On the latter date, SDPA passed out of existence (except for purposes 
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of liquidation) and was replaced by the Small Business Administration, a new 
agency with broader powers, created under the Small Business Act of 1953. 

Like the Smaller War Plants Corporation, the Government agency which 
assisted small business during World War II, SDPA was established by Congress 
to insure for small firms their deserved role in the production of defense and 
essential civilian items. 

Section 714 assigned to SDPA specific responsibilities and authorities in regard 
to Government procurement, financial assistance, materials and equipment allo- 
cations, and other phases of the defense program. 

SDPA’s primary responsibility was to carry out the congressional policy that 
small business should receive a fair share of Government contracts for supplies 
and services. Toward this end, the agency was authorized to determine, in 
cooperation with procurement agencies, which of their purchases should be 
awarded in whole or in part to small business concerns. A second important 
authority in the field of procurement given the agency was the right to certify 
to the technical and financial competency of smal! firms to carry out specific 
Government contracts. 

In the area of financial assistance, SDPA was authorized to recommend loans 
to small firms, for defense and essential civilian purposes, from a special small 
business loan fund of $100 million set up by Congress under section 714. The 
Reconstruction Finance Corporation administered the loan fund, but could 
make loans from it only on the recommendation of SDPA. 

To make certain that small business concerns received a fair share of scarce 
materials and equipment, section 714 provided that the Government agencies 
responsible for allocations should consult with SDPA before issuing orders 
limiting or expanding production by business firms and before determining 
policies to be followed in granting priorities to business concerns. 

SDPA also was empowered to give small firms technical and managerial assist- 
ance and to consult with and make recommendations to other Government 
agencies whose policies and programs affect small business. 

Although it is impossible to measure statistically the overall value of SDPA’s 
programs to small business and to the Nation as a whole, available records show 
that the agency provided a minimum of $723,744,379 worth of assistance to small- 
business concerns, chiefly manufacturing establishments, in its 21 months of 
operation. This figure is the total dollar value of Government prime contracts, 
subcontracts, and loans obtained for small plants through the agency’s efforts. 

Moreover, SDPA’s authority to make sure qualified small plants actually re- 
ceived the contracts on which they were the low bidders, thus preventing awards 
to higher bidders, made a substantial contribution to economy in national defense. 
The savings to the Government under this program totaled more than $5 million, 
or about 18 percent, more than the total cost of the agency to July 31, 1953. 

The new Small Business Administration (SBA), the successor agency to SDPA, 
Similarly has been directed by Congress to assist small-business concerns with 
procurement, financing, materials, technical and managerial, and other problems. 
SBA, however, has been given broader authorities and responsibilities than 
SDPA. Whereas SDPA’s primary function was to assist the small manufactur- 
ing plants among the Nation's 300,000 manufacturing establishments, SBA has 
been directed to serve the 4 million small firms of all kinds. 

In particular, SBA has been given broader financial assistance authority than 
that given to SDPA. With the expiration of the lending authority of the RFC 
September 28, 1953, SBA can make direct loans up to $150,000 to small-business 
concerns, subject to certain conditions. To enable the agency to make these loans, 
as well as loans to disaster victims, Congress appropriated a fund of $55 million 
for SBA lending purposes during fiscal year 1954. 

Direct lending, however, is only a part of SBA’s financial-assistance program. 
Greatly increased emphasis is being given to the development of a program to 
promote the fuller use of private sources of credit and capital in encouraging 
and fostering small-business enterprises, including the establishment of private 
facilities for pooling credit. One object of the program is to increase participa- 
tion of banks and other financial institutions with the Government in making 
loans. 

SBA is continuing all of the major programs of SDPA, with certain modifica- 
tions in emphasis and scope. For example, subcontracting will be given increased 
attention. When defense buying slackens, it will be necessary to sustain a strong 
program of assisting small firms to obtain subcontracts, for larger concerns will 
undoubtedly be in a better position to assume the reduced number of prime 
contracts. 
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A summary of each of SDPA’s major activities during the past year follows: 


GOVERN MENT PROCUREMENT 


Joint determinations 


The most important single authority given to SDVPA in the field of Government 
procurement was the right to determine, in cooperation with procurement agen- 
cies, that all or part of specific procurement contracts should be awarded exclu- 
sively to small firms. This authority was the basis for the agency’s “joint 
determination program, under which SDPA and procurement officials cooperated 
to earmark contracts for small business. 

During the past year the joint-determination program continued to make good 
progress. The value of contracts earmarked for award to small business was 
increased to nearly $600 million; procedural changes were worked out with the 
Munitions Board, and the three military services that substantially strengthened 
the program; SDPA representatives were assigned to screen purchases and ini- 
tiate joint determinations at additional major military purchasing centers, and 
joint-determination procedures were developed with the Veterans’ Administration. 

The table below gives detailed results of the joint-determination program 
through July 31, 1953: 


Joint determinations 
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During the year, SDPA successfully urged upon the Munitions Board and 
the three military services a number of procedural changes that substantially 
increased the efiectiveness of the joint determination program. Among the 
changes were: 

1. Contracting officers were allowed to use the formal advertising method in 
placing jointly determinated purchases, provided that small firms could supply 
the entire quantity. Previously, such purchases could be placed only by means 
of negotiation. The result was that contracting officers frequently rejected pro- 
posed joint determinations on the ground that the interests of the Government 
would be better served if the purchases were made through formal advertising. 

2. The part of a procurement set aside for small firms exclusively could be 
placed with them at the weighted average price obtained on the unrestricted 
portion of the procurement. This applied to large quantity purchases where 
the unrestricted portion was placed with several companies at varying unit 
prices. Previously, the military services had ruled that the portion earmarked 
for small business had to be placed at the lowest unit price obtained on the 
unrestricted portion. 

3. Partial joint determinations were permitted on procurements scheduled 
for placement with concerns listed on the Defense Department’s planned pro- 
ducers list and on procurements of items for which bidders were required to be on 
“qualified products” lists. 

4. In the case of procurements being made from a “sole source,” SDPA was 
given the opportunity to locate additional sources from among small-business 
concerns, 

5. The fact that small-business firms were already receiving a major portion 
of contracts for certain items was eliminated as a satisfactory reason for reject- 
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ing joint determinations on the items. While SDPA had no desire to enter into 
joint determinations merely for the sake of making a record, it believed that 
in many instances joint determinations served as insurance that small business 
would continue to receive all or a large part of such procurements. 

The volume of contracts being screened under the joint determination pro- 
gram was increased greatly during the year through the assignment of SDVA 
representatives to additional Army, Navy, Air Force, and joint service procure- 
ment centers. By July 31, SDPA representatives were reviewing proposed 
purchases, on a full-time or part-time basis, at 42 major Defense Department 
procurement centers. 

With its joint determination program with the military departments soundly 
established, SDPA next sought to reach agreement with major civilian procure- 
ment agencies on procedures to insure for small business an equitable proportion 
of their purchases. 

In January of this year SDPA and the Veterans’ Administration agreed on a 
joint determination program which involved a bid-matching privilege for small- 
business concerns. The procedure provided that SDPA and VA representatives 
would screen VA procurements to earmark those suitable for performance by 
small business. The earmarked procurements would then be advertised. If 
a large-business concern was found to be the low bidder, the next lowest small- 
business bidder would be given an opportunity to match the low bid. If the small 
concern matched the bid, and was a responsible firm, and all other factors were 
equal, the contract would be awarded to it. 

The SDPA-VA agreement provided at first for screening only of purchases 
amounting to $25,000 or more, but subsequently was modified to provide for 
screening of procurements amounting to $10,000 or more. 

No other interagency joint determination agreements had been concluded by 
the time SDPA was terminated 


SDPA-Atomic Energy Commission agreement 


Although it did not involve a joint determination procedure, SDPA and the 
Atomic Energy Commission did agree during the year on a program to increase 
small-business participation in AEC procurement. The agreement provided that 
AEC operations offices would provide SDPA regional offices with information on 
appropriate procurement opportunities of both the operations offices and their 
cost-type contractors. The SDPA regional offices, in turn, would suggest addi- 
tional qualified small firms in their areas to be given the chance to participate in 
the proposed purchases. 

Within a few months the exchange of procurement information between the 
two agencies had begun to assume considerable significance in the placing of 
subcontracts with small firms. Some SDPA regional offices were achieving 
considerable success in bringing small firms to the attention of AEC prime 
contractors and getting them listed on the contractors’ regular bidders lists. 
Although the results cannot be accurately determined, it is known that many 
awards have been placed with small firms through this action. 

Certificates of competency 

A second important SDPA authority in regard to Government procurement was 
the right “to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or group 
of such concerns to perform a _ specfic Government procurement contract.” 
Procurement officers were directed to accept these certificates as “conclusive,” as 
far as technical and financial requirements were concerned. 

Through its certification authority, SDPA often was able to break the vicious 
cirele in which a small manufacturer found himself—unable, on the one hand to 
obtain financing in advance of getting a defense contract, and unable, on the other, 
to obtain a contract without the assurance of adequate financing with which to 
carry it out. An SDPA certificate assured a qualified and responsive low-bidding 
small firm that the contract would be awarded and with such assurance financing 
became more readily obtainable. 

Another beneficial result of SDPA’s certificates of competency program was 
that, by assuring award of contracts to low-bidding small firms which had been 
disqualified by the procuring agency, and thus preventing awards to higher 
bidders, the program accounted for dollar savings to the Government in an 
amount greater than the entire cost of the agency as a whole. Analysis of con- 
tract awards made on the basis of SDPA certificates of competency discloses a 
total saving through July 31, 1953, of more than $5 million, which was greater by 
some 18 percent than all expenditures and obligations of SDPA. 
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Through July 31, SDPA had issued 125 certificates of competency certifying to 
the financial and technical competency of small plants to perform specific con- 
tracts totaling $69,648,948. Nineteen certificates had been canceled after issuance, 
leaving 106 active certificates covering procurements totaling $55,866,050, The 
certificates had resulted in 96 contract awards, amounting to $53,410,731.78, to 
small firms. Still pending with contracting officers were 10 certificates relating 
to contracts valued at $2,049,690. 


Subcontracting 

While prime contracts with the military services offer small plants the most 
direct means of entry into defense production, there are many additional op- 
portunities for them in the field of subcontracting. SDPA’s program of sub- 
contracting assistance served as a Catalyst in bringing together prime contractors 
and potential subcontractors. 

During the year, the agency’s field office personnel intensified their efforts along 
the lines of (1) calling regularly on large and medium-sized prime contractors 
to acquaint them with the information available through SDPA on critical and 
special equipment available nearby or on a countrywide basis; (2) adding to 
facilities information in the regional offices by increased calls on small firms; and 
(3) advising the small firms on how to obtain subcontracts. 

Further impetus was given to the subcontracting program by the SDPA-AEO 
agreement discussed previously. 

In still another move to increase the small-business share of procurements, 
SDPA and the Navy initiated the Navy industry cooperation program, under 
which naval officers were assigned to SDPA regional offices to help small plants 
obtain Navy prime and subcontract work. This program did not go forward as 
rapidly as we hoped, because of frequent reassignment of naval officers, releases 
to inactive duty, and other difficulties which prevented the systematic. contact 
with Navy prime contractors from which it was expected considerable sub- 
contract work would result. However, local adjustments which should increase 
the program's effectiveness have now been made. 

Through July 31, 1953, SDPA field office personnel had made 3.212 calls on 
prime contractors to interest them in subcontracting to small firms; had visited 
5,706 small plants to determine their suitability as subcontractors, and had made 
9,487 recommendations of small firms as potential subcontractors to large prime 
contractors. 

Tangible results of a subcontracting program are difficult to determine, since 
small firms frequently fail to report their successes in obtaining subcontracts. 
However, it is known that, as of July 81, 759 subcontracts amounting to 
$19,923,646, had been placed with small firms as a result of SDPA’s efforts. 
“Spot” assistance on procurement 

Basic procurement assistance to small business lies in the modification of 
procurement policy to the extent that small firms get a fair share of defense 
contracts. This helps small business in a broad way. Often, however, it is 
of more immediate concern to a small plant that it be given a particular type 
of assistance, at a particular place and time, to relieve a particular, often 
critical, situation. Small-business men frequently are unfamiliar with Govern- 
ment procurement regulations, or do not know how to get on a bidder’s list, or 
even how to prepare a bid. Many need information about items that are 
purchased, and the location of the purchasing offices. Occasionally a small 
plant needs assistance in its negotiations with a procurement agency, SDPA 
gave hundreds of small firms this type of assistance during the past year. 

In some instances assistance was given at the request of procurement offi 
cials, rather than small-business men. 

For example, the Naval Supply Depot at Great Lakes, Ill., asked SDPA's 
assistance in obtaining additional facilities to speed up its program of tirearm 
tooling. Through its field offices, SDPA located 282 potential small suppliers. 
As of July 28, 1953, 121 of the small firms recommended to the Navy by SDPA 
had received contracts totaling $691,654.09. This was 99.5 percent of the total 
dollar value of awards under the program. The small firms were doing the 
job at less than two-thirds of the originally estimated cost of $1,500,000.  Al- 
though the firearm tooling program was then 80 percent complete, the Navy 
Department estimated that small firms would receive additional awards amount- 
ing to $183,000. Further, as a result of the small firms’ performance, additional 
Navy orders probably will be forthcoming both to them and to other qualified 
small companies which did not obtain contracts under the original procure 
ment. 
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Assistance of a more general nature was given small firms through revision 
of the Government Procurement Manual, which provides businessmen with infor- 
mation on some 5,000 items and major classes of items purchased by military and 
civilian Government agencies and gives locations of the offices which purchase 
them. Supplemental sheets bringing up to date both the military agencies and 
civilian agencies portions of the manual were prepared and distributed to all 
manual holders. 

Prime contract operations 

SDPA was authorized under section 714 to take Government prime contracts 
and subcontract them to small-business concerns. An appropriation not to 
exceed $50 million for this purpose was authorized, and $114 million was actu- 
ally appropriated for fiscal year 1953. In view of the limited sum available, use 
ot the revolving fund was restricted to cases of extreme hardship or pressing 
military requirements. 

SDPA assumed its first contract in January 1953, when it undertook a contract 
with Army Ordnance for production of 13,000 machinegun mounts at a contract 
price of $863,460. In the succeeding months the agency entered into six other 
prime contracts, all with the armed services, in each instance subcontracting 
production to the original prime contractor and giving him financial and engi- 
neering assistance. The contracts have a total value of $2,315,170.07. 

Production pools 

Early in 1952, by Executive order (No. 10523, signed February 5, 1952), the 
President transferred from the National Production Authority to SDPA the 
function of assisting small-business concerns in forming production pools; on 
July 7, 1952, by a second Executive order (No. 10370), the President delegated 
to the SDPA Administrator the authority to approve small-business production 
pools, subject only to required clearances by the Attorney General and the 
Chairman of the Federal Trade Commission. 

As of July 31, 26 small-business production pools had been organized during 
the present defense mobilization program; 11 of them had been approved by 
SDPA during the past year. The 26 pools have 576 member companies located 
in 13 States. The companies employ approximately 27,725 workers. 

In addition to assisting small-business production pools to organize, and ap- 
proving their proposed pooling programs, SDPA made strong efforts to help them 
to participate to a greater extent in defense procurement. The agency assigned 
a full-time specialist to the job of insuring that pools receive invitations for 
bids and requests for proposals on those jobs they were capable of performing. 
Through July 31, proposed purchases totaling $321,640,000 had been brought 
specifically to pools’ attention by SDPA and bids or proposals on the procurements 
had been invited by procurement agencies. The pools had been awarded contracts 
totaling $5,140,000. 

Facilities inventory 

SDPA was authorized by section 714 (e) (1) “to make a complete inventory of 
all productive facilities of small business concerns which can be used for defense 
and essential civilian production * * *.” 

Development of a nationwide inventory of productive facilities was one of the 
agency’s primary long-range objectives. During the past year, in accordance 
with instructions from Congress to make all possible use of appropriate State 
agencies in developing such an inventory, SDPA officials held numerous con- 
ferences with governors and State planning and development boards. Confer- 
ences also were held with representatives of other Federal agencies which make 
use of data on industrial capacity. 

Cost has proved to be an important factor in any facilities inventory, both at 
the National and State level. SDPA’s experience indicates that several States 
are able to cooperate in an inventory program, while others probably cannot. 

To fill the immediate need for facilities data, SDPA instituted an inventory 
system on a regional basis, with each of the agency’s regional offices compiling 
information on plant facilities in its area through the use of information forms, 
product directory cards, and locator logs. The facilities of thousands of small 
plants already have been inventoried under this system, and the assembled 
data has proved of great value in locating small plants to fill defense require- 
ments. 

FINANCIAL ASSISTANCE 


Section 714 authorized SDPA to recommend loans tuo small-business concerns, 
for defense or essential civilian purposes, by the Reconstruction Finance Cor- 
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poration. A loan fund of $10¢ million was set up by Congress expressly for this 
purpose. 

SDPA sought wherever possible to help small-business concerns to avoid 
borrowing, or if borrowing was necessary to help them obtain financial assist- 
ance from private sources. This was in accordance with the RFC procedure of 
requiring a loan applicant to show that he had been unable to obtain the re- 
quired financing elsewhere. 

SDPA as financial counselor 

During the past year, SDPA financial specialists in the field and in Washing- 
ton acted as counselors to many small firms with financial problems. SDPA’s 
specialists studied their financial condition and problems and made recommenda- 
tions as to reorganization of debt structure, working capital requirements, neces- 
sity for expansion, and so forth. When necessary, the SDPA specialists held 
personal conferences with bankers, procurement oflicers, creditors, suppliers, and 
other interested parties in an effort to work out solutions to the small firms’ 
difficulties, 


SDPA-RFC loans to small business 

The other phase of SDPA’s financial-assistance program involved loan rec- 
ommendations to the RFC. Loans to small-business concerns under the lend- 
ing program reached 411 by the end of July 1953, and totaled $51,047,937. 

Early in 1953 SDPA tixed an administrative limit of $300,000 on loan applica- 
tions which it would recommend to RFC, except for loans to provide working 
capital to fulfill specific defense contracts. Experience had indicated that 
legitimate credit needs of small firms engaged in necessary production seldom 
exceed this amount, as far as conversion or expansion purposes are concerned. 
This limitation worked out in accordance with SDPA’s expectations. Very few 
applications were subsequently received for facilities loans in an amount greater 
than $300,000, and most of the producers who could meet the other qualifications 
could not be considered small-business concerns. 

From the inception of the SDPA financial-assistance program in January 1952 
through July 81, 1953, 2,257 applications, for loans totaling $497,228,388.57, 
were filed for consideration. Of these, 1,716 applications in the amount of 
$413,345,499.07 were withdrawn, found ineligible for favorable recommendation 
due to noncompliance with statutory requirements or criteria established by 
SDPA, or were recommended unfavorably because of inability to meet SDPA 
credit standards. 

A total of 516 applications, in the amount of $67,596,149, were recommended 
favorably to RFC by SDPA. Of these, only 79 applications, totaling $9,563,885, 
were declined by RFC; 26 applications, in the sum of $6,277,451, were still 
pending action by RFC at the end of July, and the remaining 411, in the amount 
of $51,047,937, were approved by RFC and charged to its various authorities 
as follows: 


Authority Num , A verage 

el smount 
1 Defense Product Act 177 $16, 151 19. 68 
{ RFC Act 169 20. 143, 423 119, 191. 85 
Defense I luc \ ( 14, 75 ) 6, 974. 14 
Total 411 1, 047, 937 124, 204. 23 


More than 2 out of every 5 loans were approved by RFC under authority of 
section 714 of the Defense Production Act, and almost as many were approved 
under section 4 (a) of the RFC Act. The remainder were approved under 
section 302 of the Defense Production Act. Through July 31, 1953, about 75 
percent of the loans approved by the RFC following SDPA recommendation were 
for amounts of less than $150,000. 

The true small-business nature of the lending program is shown in the fact 
that four-fifths of the number and about two-thirds of the value of RFC loans 
following SDPA recommendations went to borrowers with less than 100 em- 
ployees. Only 5 percent of the number of loans and 11 percent of the total value 
went to borrowers With more than 200 employees. 

More than one-half of the total amount loaned was to provide working capital 
end ahout 40 percent was for the purpose of investment in plant and equipment. 
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MATERIALS AND EQUIPMENT ASSISTANCI 


SDPA was authorized under section 714 to consult with and make recom- 
mendations to the Government agencies responsible for allocations of materia 
and supplies to make certain that small business received a fair and equital 
percentage of these allocations. Section 714 also required other agencies to 
consult with SDPA before issuing orders pertaining to materials or equipment. 


y 


le 
i 
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Materials assistance 

During the past year, SDPA continued to assist small users of eritical ma- 
terials in two ways: By serving as the representative of small business on the 
Government committees which developed materials-allocation policies and regu 
latory orders, and by assisting individual small concerns with their materials 
problems. 

SDPA representatives participated during the year in meetings of the major 
committees of the Defense Production Administration and the National Pro 
duction Authority. These included the Requirements Committee and Program 
Adjustment Committee of DPA, the Order Clearance Committee and about 30 
division requirements committees of NPA, and various NPA Industry Advisory 
Committees, SDPA officials also took part in the work of the NPA Small Busi 
ness Hardship Panel, which passed upon small tirms’ applications for increased 
materials allotments because of hardship. Thousands of small firms were helped 
directly or indirectly by the panel, which SDPA was instrumental in having 
established. 

Through its work at the policy level, SDPA was able to bring about changes or 
revocations of a number of orders with resulting benefit to small firms. Two 
examples of orders in whose revocation or modification SDPA played a part 
were those removing controls from aluminum foil and chrome stainless steel. 

While working to bring about policy changes that would benefit large numbers 
of small firms, SDPA at the same time gave “spot” assistance to individual 
small companies. Assistance ranged from providing information on NPA orders 
and representing small concerns before the NPA Appeals Board to arranging 
for small firms to purchase scarce materials from other firms with materials to 
spare. A few examples of the types of assistance given are: 

A small New York plant employing 25 workers makes a single product—bronze 
doors for mausoleums. Amr NPA order forbidding the use of copper for such a 
purpose threatened the firm with failure. For almost a year the company had 
appealed to NPA for relief without success. Supporting the appeal, SDPA con- 
vinced the NPA Appeals Board that the case fell ithin the adjustments or 
exceptions clause of the order, and the company was granted relief. 

A small Minneapolis firm needed 10,000 pounds of aluminum coil. SDPA 
helped it to obtain NPA approval of its application for the material, and then 
located a West Virginia supplier who could provide the needed aluminum. As 
a result, a shutdown of the plant was averted 

A New York firm making waxes necessary to jet engine production was unable 
to get a quantity of diatomaceous earth for filters. SDPA located a beet sugar 
producer and persuaded him to sell a sufficient quantity to the New York firm. 
Later, sale of an additional amount was arranged by SDPA. 

SDPA also was active in proposing various safeguards for small plants in 
plans for materials decontrol. When the decision was made to replace the 
Controlled Materials Plan with the Defense Materials System, SDPA officials 
conferred with small-business men in various fields, but primarily with metal 
suppliers, distributors, and fabricators, in order to anticipate as far as possible 
any problems for small business that might develop under the new system. 
Fullest cooperation in carrying out the DMS was offered to appropriate Govern- 
ment offices. 


Machinery and equipment 

SDPA’s program of machinery and equipment assistance was directed toward 
aiding both small producers and small users of machine tools and heavy produc- 
tion equipment. 

SDPA assisted the small producer in three ways. It provided representation 
for him at the policy level, presenting his point of view with respect to alloca- 
tions orders and regulations; it assisted him in solving his individual produc- 
tion and other problems, and it aided him in obtaining subcontracts 

During the year, SDPA representatives visited more than 100 small machine- 
tool builders and rebuilders located between Chicago and the eastern seaboard to 
obtain information on their workload and to assist those operating at less than 
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full capacity to find additional work. As one example of SDPA’s assistance in 
this area, the Chief of the Agency’s Machinery and Equipment Division arranged 
for small firms to receive $4,500,000 in machine-tool subcontracts while serving 
on the Defense Mobilizer’s Manpower Task Force in the Detroit area. 

SDPA worked in various ways to help small users of machine tools in obtain- 
ing needed equipment. Many small firms were assisted in obtaining priority 
ratings for needed production equipment and in locating specific machine tools. 

Under an agreement with the Production Equipment Control Inventory 
Group—the interagency committee responsible for allocating idle Government- 
owned machine tools to defense contractors—SDPA was authorized to act as the 
agent of small firms in acquiring such tools. 

As another part of its machine tool program, SDPA prepared lists of the 
thousands of idle Government-owned tools in the PECIG group, as well as those 
leased by the Government to educational institutions, and made the lists avail- 
able to small-business men for reference purposes. In this way, small-business 
men were able to learn quickly, through SDPA, of equipment they could obtain. 
The agency also assembled an extensive library of catalogs published by machine- 
tool builders, rebuilders, and importers of foreign-made tools. This library 
proved invaluable in directing small manufacturers to sources of needed tools. 

Some examples of assistance given by SDPA are: 

A Minnesota tool company, in urgent need of a 14-inch comparator for defense 
work, found that it could not obtain one from a manufacturer in under 60 days. 
When the firm requested assistance, SDPA succeeded in locating an idle com- 
parator at the University of New Mexico. 

A Florida manufacturer, using Government-leased machine tools on a defense 
contract, subsequently received other defense contracts totaling some $5 million 
for which it required the same machine tools. Ordinarily, the leased tools would 
have been removed from the plant when the contract for which they were assigned 
was completed. At the firm’s request, SDPA obtained a freeze order to enable 
the firm to continue using the tools on the additional contracts, thus averting a 
blow to the company, its empolyees, and the community in which it is located. 

A California concern needed 12 lathes of a certain type and could not get on 
the order board of the company making them. When SDPA’s assistance was 
asked, the agency located foreign-made duplicates of the lathes. 


TAX AMORTIZATION 


Section 124A of the Internal Revenue Code provides for accelerated tax 
amortization to encourage expansion of essential industrial facilities. SDPA 
sought to insure for small business a fair proportion of the accelerated tax 
writeoff privileges by (@) reserving “small business shares” in suitable expansion 
goals and (0) assisting small-business men in preparing and obtaining approval 
of their applications for certificates of necessity for rapid tax amortization. 

Unfortunately, by the time SDPA was able to make its influence felt in the 
expansion program, much of the total planned expansion had already been 
authorized. Although SDPA estimated that a fair share for small business of 
the total value of investments certified under the program would have been 22 
percent, small-business concerns actually received certificates amounting ouly 
to 10 percent. 

Through July 31, 1958, SDPA had been able to establish small-business shares 
(percentages based on the estimated pre-Korea proportion of the particular 
industry represented by small business) in 42 of the 211 announced expansion 
goals. 

Through July 51, also, 177 tax amortization certificates sponsored by SDPA 
had been approved by the Defense Production Administration (later the Office 
of Defense Mobilization). The certificates covered investments amounting to 
$38,310,208. 


PRODUCTION AND MANAGEMENT ASSISTANCE 


SDPA’s program of production and management assistance, under which small 
businesses were given information and counsel in solving engineering and man- 
agement problems, was based on that section of section 714 which directed the 
agency “to provide technical and managerial aids to small-business con- 
cerns. * * *” 

During the year, technical assistance of various types was given to small con- 
cerns and small-business production pools. For example, SDPA staff engineers 
gave small plants help with individual production problems, surveyed plants 
in surplus labor areas to determine what work they could perform, and studied 
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the facilities of pools as a basis for SDPA assistance to them in obtaining 
contracts. 

Management and technical information was provided to small firms by means 
of four series of publications—Management Aids for Small Business, Technical 
Aids for Small Business, Production Notes, and Management Series booklets— 
and an advisory service. 

Management Aids dealt with relationships between manufacturers and the Fed- 
eral Government, or with internal-management problems. Examples of the aids 
are Subcontracting for Small Plants and Adequate Production Control. Up to 
July 31, 33 of such aids had been published. 

In its technical aids series, SDPA issued 27 leaflets to help small firms solve 
technical-production problems. Typical of these publications are Machining 
Aluminum and Precision Measurement of Workpieces. 

Although SDPA published only a limited quantity of each of the management 
and technical aids, these aids were widely reproduced and distributed without 
cost to the Government by trade publications, trade associations, business firms, 
chambers of commerce, and similar organizations. 

Production Notes consisted of brief summaries of technical progress in shop 
operation. Typical notes are Protective Coatings for Paperboard Containers 
and Tubes and Substitutes for Brass Trim. 

To supplement the management aids, SDPA issued a series of small-business 
management booklets which supplied practical information to solve operating 
and policy problems. For example, one of the booklets dealt with Improving 
Materials Handling in Small Plants. Four of the management booklets were 
issued by SDPA. 

SDPA also provided, through its field offices, a production advisory service. 
The small concern with a technical-production problem could visit the nearest 
SDPA office and be given a practical answer to his problem by the professional 
SDPA staff members. If the answer could not be found at the local level, the 
problem was referred to Washington for solution. 

One effective way to assist the small-business man is through enabling him 
to meet with others to discuss common problems and possible solutions. Accord- 
ingly, SDPA held experimental management conferences during the year at 
Baltimore, Md.; Bridgeport, Conn.; Greensboro, N. C., and Boston, Mass. 


FIELD OPERATIONS 


A major goal of SDPA was to make its services available to firms in or near 
their communities, so that it would not be necessary for them to spend time and 
money traveling to Washington. 

Evidence of the successful development of this policy of decentralized assist- 
ance is shown in these figures: On July 31, 1953, 58 percent of the agency’s 432 
employees were stationed in the field as staff members of the i3 regional and 
17 branch offices or as SDPA representatives in 42 Government procurement 
centers. 

Twelve of the SDPA branch offices had been established during the past year, 
thus extending the ugency’s services to thousands of additional small businesses. 

During the year, the SDPA field staff-——specialists in management, production, 
finance, procurement, materials and equipment, and related activities—assisted 
in solving a host of individual problems. Representatives stationed in the 
procurement centers did the work of screening proposed procurements and in- 
itiating joint determinations on those suitable for placement with small firms, 


DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., September 15, 1958. 
Hon. Homer FE. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C. 
(Attention: Mr. Harold J. Warren, Clerk.) 

DeaR SENATOR CAPEHART: In accordance with your request of August 7, 1953, 
I am transmitting herewith the report of the operations of the Department of 
Agriculture under the Defense Production Act for the past year. The past year 
has been interpreted for this purpose to cover September 1952 to September 
1953, an interpretation which was checked informally with Mr. Harold J. Warren. 
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The report was prepared keeping in mind the points which you stressed in 
your letter of August 7 In accordance with your suggestion, the type of in- 
formation is similar to that which was submitted to your committee a year ago. 
The format is also basically similar to that used in last year’s report. 

Sincerely yours, 
TRUE D. Morse, 
Under Secretary. 


Authorities of the Secretary of Agriculture under the Defense Production Act, 
as amended, and section 124A of the Internal Revenue Code 


Executive Order No. 10480 was issued on August 14, 1958, under the Defense 
Production Act of 1950, as amended, and section 124A of the Internal Revenue 
code, among other authorities. The new Executive order supersedes Executive 
Orders Nos. 10161, 10200, and various related orders pertaining to the defense 
program. The defense responsibilities of the Secretary of Agriculture under 
the recent Executive order and the related delegation of authority in Defense 
Mobilization Order No. 30 are assentially the same as under the preceding Execu- 
tive orders. The present authorities of the Secretary of Agriculture are sum- 
marized below and any variations from previous authority are noted. 

The Secretary of Agriculture has general responsibility for the production 
and distribution of food. The new Executive order does not change the definition 
of food which includes all commodities or products that are capable of being 
consumed by humans or animals, as well as fats and oils, naval stores, tobacco, 
wool, mohair, cotton, hemp, and flax fiber until they lose their identity as agri- 
cultural commodities. 

The Secretary is authorized to exercise the priority and allocation powers 
with respect to food. This includes authority to determine food requirements 
and to allocate food supplies where necessary to insure the proper distribution 
of such supplies. The Secretary is also authorized to exercise the priority and 
allocation powers with respect to the domestic distribution of farm equipment 
and commercial fertilizers. It should be noted, however, that these authorities, 
as they apply to the general distribution of materials in the civilian market, 
cannot be exercised without a finding of essentiality which is approved by the 
Director of the Office of Defense Mobilization. This finding is a new requirement 
imposed by the 1953 amendments of the Defense Production Act 

The Secretary is authorized to procure food and certain additional plant fibers, 
except abaca, for Government use or resale for industrial use or stockpiling 
under section 308 of the Defense Production Act, and this may involve domestic 


development of sources of supply. At present, the Secretary undertakes such 
procurement only upon certification from the Director of the Office of Defense 
Mobilization. Under previous authority the Secretary’s authority to procure 


food was not subject to certification, but in practice procurement was made only 
upon the request of defense officials 

The Secretary is authorized to act as claimant before other agencies for the 
nonfood materials and facilities necessary to carry out the food program. 

The Secretary is also authorized to make recommendations to the Director of 
the Office of Defense Mobilization for the issuance of certificates of essentiality 
for loans under section 302 of the Defense Production Act and for tax amortiza 
tion of facilities under section 124A of the Internal Revenue Code relating to 
food and plant fibers and the domestie distribution of farm equipment and com- 
mercial fertilizer. Under previous authorities, the Secretary had somewhat 
broader powers in that he could issue his own certificates of essentiality for 
section 802 loans with respect to food and food facilities. 

As a “guaranteeing agency,” the Department of Agriculture is authorized to 
develop and promote measures for the expansion of production capacity and to 
guarantee financial institutions against loss in financing contractors in connec- 
tion with defense contracts. This authority has not been extensively used by the 
Department in the past. 

The Department is directed to work closely with the Labor Department in 
determining the Nation’s labor requirements and supplies insofar as the food 
program is concerned, and there is sufficient flexibility in the order to permit other 
participation in the labor programs, 

The Secretary continues to be a member of the Defense Mobilization Board 
which serves in an advisory capacity to the Director of the Office of Defense 
Mobilization on all matters pertaining to mobilization activities of the Govern- 
ment. 

Through changes in the Defense Production Act, some defense mobilization 
authorities of the Secretary of Agriculture were discontinued during the year. 
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Authority to exercise in port controls 1 nder section 104 of the Defense Production 
Act expired on June 30, 1953, and related work is now carried on under section 
22 of the Agricultural Adjustment Act. Authority to requisition food terminated 
on June 30, 1953, but this has little practical effect since no action has been under- 
taken by the Department under this authority in the past Authority to estal 
lish legal minimum prices and otherwise participate in the program of wage and 
price controls terminated April 30, 1953 

Defense programs of the Department of Agriculture 

Under the various defense authorities applicable during the year, the Depart- 
ment of Agriculture has continued, in a variety of ways, to help the Nation’s 
agricultural producers and processors meet defense requirements for food and 
to insure equitable distribution of food and related products. The following 
list includes the defense programs which were active at some time during the 
year: 

(a) Determining requirements for food for all uses in relation to supplies 
in the various stages of mobilization 

(bd) Allocating food as necessary and carrying out distribution measures, in- 
cluding export controls which are carried out in cooperation with the Commerce 
Department. 

(c) Controlling imports of certain commodities (shifted to nondefense au- 
thority—sec, 22 of the Agricultural Adjustment Act—on July 1, 1953). 

(d) Programing food production and carrying out special production procure 
ment programs. 

(e) Determining requirements of nonfood materials and facilities needed to 
support the overall food programs in various stages of mobilization and claiming 
nonfood materials and facilities before the appropriate control agencies 

(f) Allotting materials under the delegation of authority from NPA for on- 
farm, food processing, and wholesale distribution construction. 

(79) Encouraging necessary expansion of food facilities. 

(h) Determining manpower needed to support the overall food program in 
the various stages of mobilization and working with other agencies to solve 
manpower problems relating to food production, processing, and distribution 

(i) Determining legal minimum prices for use by the Office of Price Stabiliza- 
tion in establishing price ceilings (authority discontinued on April 30, 1953). 

An explanaton of the various programs follows: 

Requirements and supply estimates relating to food 

The Department of Agriculture has maintained a continuing review of the 
current and probable future requirements for United States commodities and 
has related them to anticipated supplies on a short- and long-range basis. Esti- 
mates of total requirements for United States and foreign civilian and military 
requirements were obtained from a combination of estimates made within the 
Department of Agriculture or submitted periodically by foreign governments 
or other United States Government agencies, and compared with estimated 
earryover stocks, production, and imports to determine probable areas of critical 
shortages or burdensome surpluses. 

In addition to two comprehensive surveys of the current supply-requirements 
situation and outlook, the Department of Agriculture cooperated with the 
Department of Defense and the Office of Defense Mobilization in developing est 
mates of supplies and requirements during a hypothetical 3-year mobilization 
period and the probable impact on our agricultural and the national economy 
In addition to estimating stocks, imports, and production of about 50 agricultural 
commodities, it was necessary to estimate probable utilization by the United 
States military, foreign military needs, shipments to territories, use for feed, 
seed, and industrial purposes, civilian food needs, exports, and desirable and prob 
able stock levels. Shifts in production that would be necessary to meet the most 
essential requirements were considered, and requirements of manpower, ma 
terials and facilities for production and processing were projected. These esti 
mates were translated in terms of their contribution to the gross national 
product for ODM, and consideration was given to governmental incentives or 
regulations that may be necessary to bring about essential production and desir- 
able distribution patterns under wartime conditions 

Accurate food supply requirements information continues to be the starting 
point for essential defense-mobilization actions and plans relating to food sup- 
plies and the distribution of these supplies. This information is also the 
foundation for accurate requirements of nonfood materials and manpower 
needed by the food program both now and under conditions of full mobilization. 
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Allocations (including export controls) 

Because of the continued improvement in the supply situation, it was possible 
for most export controls over food to be discontinued during the 1952-53 year. 
By September 1952, controls on exports to friendly countries of cotton, cotton 
linters, cotton-linter pulp, and soft cotton waste were removed, and the palm oil 
export allocation was permitted to expire September 30. By February 6, 1953, 
supplies of tung oil were sufficiently adequate so that export allocations could 
be discontinued. On March 9 the Defense Transportation Administration, at 
the request of the Department of Agriculture, suspended the order which had 
required permits as a means of regulating the use of port facilities for grain. 
On April 1, 1953, export allocations of castor oil were discontinued, and exports 
of castor oil to friendly nations were placed on a free basis. 

tv September 1953, rice was the only food commodity for which export alloca- 
tions still remained in effect. United States exports of rice have increased to 
record levels in recent years, and export demand during 1952-53 so far exceeded 
the quantity of rice which was available for export from the United States that 
it became necessary to reinvoke allocations and export controls on rice to bring 
about equitable distribution. The total rice allocation for the period August 1952 
through June 1953 was 17.4 million hundredweight, and an export allocation of 
9.05 million hundredweight has been established for the first 6 months of the 
fiscal year 1953-54. Export controls on rice have insured a continuance of United 
States supplies for traditional markets at the same time meeting commitments of 
our Government in the Korean areas, and preserving an equitable distribution 
among deficit rice areas. Rice allocations will be continued only so long as 
absolutely essential, however. 

The improved supply situation made possible the suspension, except for record 
keeping requirements, on April 1, 1953, of Defense Food Order 1 which had 
previously imposed restrictions on the domestic use and inventory holdings of 
castor oil. 

Allocations of the 1953 packs of certain canned fruits and canned vegetables 
were developed and Defense Food Order 2, under which packers are required 
to reserve specified percentages of their packs for procurement by the Depart- 
ment of Defense, was extended to cover the 1953 packs. This action not only 
facilitates procurement by the Department of Defense but spreads the burden 
resulting from such procurement more equitably among packers. 

It should be noted that no defense food orders are issued without consulting 
with the Small Business Administration to make sure that the interests of small 
business are adequately protected. 


Import controls 


Increases in the volume of imports of dairy products during the fall of 1952, 
particularly dry whole milk and dry buttermilk, made several changes necessary 
in Defense Food Order 8, which imposed import controls in accordance with 
section 104 of the Defense Production Act. On December 30, 1952, quotas 
amounting to 6.5 million pounds of dried whole milk, 2.15 million pounds of 
dried buttermilk, and 35,000 pounds of dried cream were established for the 
period through March 381, 1958, and effective April 1, 1953, imports of these com- 
modities were embargoed, and only authorized shipments already in transit to 
the United States were permitted to enter for consumption after March 31. 
Other commodities which were embargoed included butter, nonfat dry milk 
solids, high-fat malted milk compounds, flaxseed (except for planting purposes), 
linseed oil, peanuts, peanut oil, and rice (except brewer’s rice and rice for plant- 
ing purposes), 

Throughout the year 1952-53 import quotas were in effect for Cheddar cheese, 
Edam and Gouda cheese, Italian-type cow’s milk cheese, Blue-Mold cheese, and 
cheese processed from Blue-Mold or Cheddar cheese. 

Imports of brewer's rice were individually licensed. 

On April 8, 1958, imports of tung oil and tung nuts were placed under control 
and a quota of 2 million pounds of oil and oil equivalent was established for 
the period April 8 through June 30, 1953. 

Restrictions on imports of casein were terminated on December 30. 

During the fiscal year 1952-58 about 2,700 individual import authorizations 
were issued to approximately 500 importers of the various commodities under 
DFO-3. So far as cheese is concerned it is interesting to note that during this 
same period actnal imports totaled 25,944,000 pounds as compared with authori- 
zations of 27,742,000 pounds. 

Import control policies have a definite effect on the foreign trade policy of 
ihe United States, and were the subject of considerable discussion both in the 
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executive branch and in the Congress. It was determined that necessary im- 
port controls could be continued with less dislocation to foreign trade if the 
import program were shifted to section 22 of the Agricultural Adjustment Act. 

In view of this decision, section 104 of the Defense Production Act was not 
reenacted, and Defense Food Order 8 expired June 30, 1953. Import controls 
on various agricultural commodities are now in effect under the authority of 
section 22 which is classed as a nondefense activity. 

Food production programing and special production-procurement programs 

Some form of food production programing is a necessary corollary of the analy- 
sis of food supplies and requirements. However, related production goals work 
which was carried on during the past year was on a limited scale and not di- 
rectly associated with the programs under the Defense Production Act of 1950, 
as amended. 

The special production program for castor beans under section 303 of the De- 
fense Production Act is being continued for its third year. Castor oil, derived 
from castor beans, is essential in numerous chemical and industrial materials, 
and in such military items as jet engine lubricants. Because of its strategic 
importance the Department of Agriculture was asked by the Munitions Board 
to undertake a castor bean production program in 1951, designed to lessen the 
Nation’s dependence on foreign supplies of castor oil, and to provide oil for the 
national stockpile. Substantial progress is being made toward the achievement 
of both these objectives. Under the 1952 program about 120,000 acres were 
planted to castor beans, of which nearly 98,000 acres were harvested. The total 
production of beans was nearly 25 million pounds, somewhat more than in 1951, 
a large proportion of which were purchased by CCC and crushed into oil for the 
national stockpile. Preliminary reports indicate that almost 150,000 acres have 
been planted to castor beans under the program which was deemed necessary 
for 1953. 

To provide a reserve supply of guayule seed for domestic rubber production, 
the Department of Agriculture, at the request of the Munitions Board and the 
Defense Production Administration, undertook a production program. When 
the program was terminated on December 31, 1952, a stockpile of 10,000 pounds 
of fresh seed had been built up, and stored under conditions where it will remain 
viable for up to 10 years. 

The kenaf production program, begun in 1951 with the approval of DPA at 
the request of the Munitions Board, was continued in 1952. Kenaf is a soft 
fiber plant, similar to jute, and is used for the same purposes. Deliveries of 
approximately 1,350,000 pounds of 1952-crop kenaf fiber were made by 15 pro- 
ducer-contractors in six Western Hemisphere countries, including the United 
States. There is no active production program in 1953. 


Requirements and supply activities and claimancy for nonfood materials and 
facilities needed in support of overall food program 

(a) General claimant responsibilities—The Department of Agriculture con- 
tinued to develop requirements for nonfood materials and facilities needed in 
the food program and to present such requirements to the appropriate defense 
production agencies in accordance with applicable interagency agreements and 
understandings. While the announcement of the termination of the Controlled 
Materials Plan, which applied to steel, copper, and aluminum, on June 30, was 
made early in March 1953, the defense agencies requested and received from 
the Department requirements for the first and second quarters of 1953 for farm 
machinery, electrical wiring material, food processing equipment and containers, 
and other materials and facilities needed to produce, process, and distribute 
food. 

The 1952 program goals for fertilizer productive capacity were followed up 
with Defense Production Administration and National Production Authority. 
These goals call for total productive capacity for fertilizer purposes by 1955 
of 2,185,000 tons of nitrogen, 3,550,000 tons of available phosphorus and 2,185,000 
tons of potash. (In June 1953, capacity of new nitrogen facilities completed 
during 1951 and 1952 and scheduled for completion during 1953 reached about 
50 percent of the proposed 900,000-ton expansion goal. The phosphate expan- 
sion was somewhat behind schedule as of June 30, 1953, but the goal for potash 
had already been met.) Requirements for nitrogen fertilizer productive capacity 
are now being reviewed so they can be projected through June 30, 1957, in terms 
of partial mobilization and in terms of full mobilization. 

The Department a!so maintained close liaison with defense production agencies 
by partic:pation on the requirements, program adjustment, and industry advisory 
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committees, and sponsored and supported those actions which would further 
the interests of agricultural supporting industries or solve problems arising in 
particular agricultural areas. 

from September 1952 through March 1953, the Department's claimancy opera- 
tions with respect to nonfood materials and facilities were dominated to a major 
extent by shortages of steel resulting from the crippling mid-1952 steel strike. 
The reduction in steel allotments for other than key military, atomic energy, and 
machine-tool programs made it necessary for the Department to maintain con- 
tinuing liaison with both defense agencies and manufacturers, distributors, and 
farmers, in an effort to obtain sufficient quantities of steel and steel products to 
meet their requirements. At the request of the Department, supplemental allot- 
ments were made to farm machinery and food processing manufacturers and 
directives were issued by NPA to maintain steel deliveries to warehouses at high 
levels. Special assistance also was given by NPA at the request of the Depart- 
ment to fabricators of irrigation water-well casing, corn crib and grain bin 
manufacturers and manufacturers of milk shipping cans to obtain steel. The 
result of these actions was to assure a reduced but steady flow of materials to 
agricultural supporting industries. 

At the request of the Department, NPA continued directives for production of 
cotton bale ties throughout the calendar year 1952 and also gave the entire 
industry special assistance to procure steel to produce ties during the first 6 
months of 1958 for this year’s crop. 

The Department arranged through NPA and manufacturers for extra ship- 
ments of barbed wire, field fence, fence posts, nails, and staples to areas affected 
by statewide stock laws. 

Considerable spot assistance was given the fertilizer industry early in the year 
in connection with the procurement of controlled materials for ammonia storage 
tanks, in the solution of transportation problems and in arranging improved sup- 
plies of raw materials 

Because of the severe infestation of the sugarcane borer in Louisiana, the 
Department encouraged the two largest producers of cryolite to ship increased 
quantities into the erea. 

In addition to its basie responsibilities with respect to claimaney functions, 
the Department assisted numerous food processors, manufacturers, distributors, 
and individual farmers in obtaining needed materials, equipment, and facilities 
by sponsoring or supporting priorities or directive action or by informal negotia- 
tion with the NPA and suppliers. During the period when priorities assistance 
was in effect, the Department assisted 8,000 farmers and custom operators in 
obtaining crawler tractors, mainly the larger models. 

In accordance with Defense Mobilization Order 28, which outlined agency 
responsibilities in completing and maintaining the mobilization base, the Depart 
ment began developing plans and related background information to carry out its 
responsibilities in connection with nonfood materials and facilities in the event 
of all-out war. 

As a part of the overall Mobilization Readiness Study sponsored by the Office 
of Defense Mobilization, the Department participated last spring in a study 
based upon a capability concept, whereby the gross national prodnet estimated 
to be achievable during each of the first 8 years of a hypothetical full mobilization 
period, is allocated among all claimant segments of the economy. The Depart- 
ment of Agriculture has been resnonsible for breaking down this overall allocation 
among various categories of on-farm food-processing and food-distribution con- 
struction, determining the quantities of steel, copper, and aluminum required to 
support the level and pattern of construction determined to be achievable within 
the GNP allocation and its effect upon food and fiber production. This work was 
correlated with requirements for food in this hypothetical period of full mobili 
zation. 

Maintenance of aecurate requirements and supply information continues to be 
important as a basis for assisting the food and related industries currently and 
as a basis for planning the necessary plant expansion to meet food needs in a 
period of war emergency. 

Since information concerning the adequacy of supplies of major nonfood 
materials used on the farm and in the food industry is not always readily avail 
able, it seems appropriate at this point to insert a brief statement summarizing 
the situation during the past year with respect to particular items. 

Fertilizer.—The supply of commercial fertilizer increased progressively 
during the year and was approximately four times the average annual usage 
in the years 1935-389, partly as a result of the program for expansion of 
fertilizer productive capacity sponsored by the Department. It appears, 
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however, that capacity to produce some fertilizer materials must continue 
to expand in order to cover a usage which, in the case of nitrogen, hus in- 
creased on an average of 10 percent a year since 1932. 

Farm machinery—No general shortages of farm machinery occurred dur- 
ing the year although the industry’s output was interrupted by work stop- 
pages in the steel industry, in the plants of farm machinery producers, and in 
plants manufacturing component parts, 

Farm wheel-tractor production in numbers was about 25 percent lower than 
the output in 1951. The output of farm machinery and equipment other than 
tractors also declined from the previous year although the decrease in 
production was not nearly as great as for wheel tractors. The lower produc- 
tion of farm machinery was due in part to shortages of steel in the fall of 
1952 and early months of 1953, and also to the fact that manufacturers 
apparently are gradually adjusting production schedules downward as a 
result of some decline in sales volume. 

Production of crawler tractors and repair parts improved steadily through- 
out the year along with other types of construction machinery such as drag- 
lines, shovels, and scrapers. 

Pesticides.—Supplies of most pesticides have been plentiful during the 
1953 crop year. The prolonged drought in a part of the country reduced 
populations of a number of major pests and large stocks of many pesticidal 
materials accumulated by the end of the 1952 crop year. These heavy 
inventories caused manufacturers of several basic chemicals to curtail 
preduction and in some cases to suspend operations temporarily. It is 
anticipated that supplies of most pesticides will be adequate for the remain- 
der of the present crop year. 

Although few shortages of pesticides appeared during the year, difficulty 
was encountered in obtaining ryania or eryolite for the severe infestation 
of the sugarcane borer in Louisiana last spring. Ryania is the preferred 
material, but the supply of cured material in the United States was only 
about one-third of requirements. 

During the year a number of manufacturers completed facilities for pro- 
duction of larger quantities of the newer pesticides having special uses such 
as allethrin, aramite, and DDD. 

Food-processing equipment, facilities, and containers.—Manufacturers had 
considerable difficulty in obtaining steel in the months immediately following 
the steel strike but supplementary steel allotments made to food- and fiber- 
processing-machinery manufacturers late in December improved the produc- 
tion output for this industry. Nickel-bearing stainless steel continued to be 
a limiting factor in production of food-processing machinery and equipment 
throughout the year. Nevertheless, sufficient nickel-bearing stainless steel 
was made available to meet the minimum essential needs of the industry and 
adequate machinery was fabricated to process all crops. 

Mill production of tinplate reached a high peak in the months immediately 
following the steel strike and the tinplate supply had improved sufficiently 
by December 31, 1952, that quantity restrictions on the use of metal cans 
were allowed to expire. All controls on uses and inventories of tin were 
removed on February 6, 1953, and the supply of food cans has been ample to 
meet all needs. As a result of the improved supply of most container and 
packaging materials, new and improved designs of containers are going on 
the market and several products formerly packed in glass are now being 
packed in tin cans. 

With the exception of polyethylene, food wraps, including metal foils, 
treated paper, and plastics have been in good supply. The supply of poly- 
ethylene has been far short of demand and the tight situation is expected 
to continue until additional production facilities now in process of construc- 
tion come into operation. Many new agricultural uses are being found for 
this material and the demand is expected to continue upward. 

Miscellaneous farm supplies.—Tractor and implement tires and truck tires 
were in adequate supply throughout the year as were trucks, gasoline, 
butane, propane, and all petroleum fuels used by farmers. Production of 
steel-wire products was held at high levels throughout the year. 

Production of hay and straw bale ties and coiled wire during the latter 
part of 1952 was at near capacity levels and it is not anticipated that there 
will be any shortage of ties and wire for baling the 1953 hay and straw crop. 

(b) Subclaimant actions before Defense Electric Power Administration.—The 
controlled-materials program for electrification borrowers continued during a 
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part of the year under the delegation of authority from the Defense Blectric Power 
Administration and the Defense Production Administration which was effective 
July 1, 1951. The program and delegation ceased as of June 30, 1953, in accord- 
ance with basic changes in the provisions for national defense and the dissolution 
of DEPA. 

During the year, the Department (through the Rural Electrification Admin- 
istration) acted as a subclaimant ageney under the Defense Hlectric Power Ad- 
ministration on behalf of the REA electric borrowers. It was responsible for 
estimating the requirements of the rural-electrification program, for submitting 
the requirements to DEPA, and for the distribution of the group construction 
materials allotments made available to the program by DEPA as noted in the 
following section. REA also assisted borrowers, through liaison with manu- 
facturers, suppliers, DEPA, and National Production Authority to secure im- 
proved delivery and to avoid hardship delays in delivery of materials and equip- 
ment, particularly heavy power equipment. 

The year was marked by a continuously rapid improvement in the availability 
of controlled materials. This was reflected in more substantial allotment author- 
ity and improved delivery dates. The only difficulties encountered were with 
respect to heavy power equipment, such as substation transformers, generators, 
boilers, and similar items. These are the same items which were in high demand 
by certain portions of the national-defense program. DEPA and NPA scheduled 
the deliveries of these items of equipment and, although some delivery delays 
ranging up to several months occurred, projects were not seriously affected. It 
is expected that scheduling of such heavy equipment will be continued by the 
appropriate agency during the coming year. 

The RBA staff continued close cooperation with the Communications Equip- 
ment Branch of NPA throughout the year regarding allotments to telephone 
borrowers who had advanced to the construction stage. This included the pro- 
viding of forecasts of future program requirements of controlled materials for 
planning purposes and assistance in regard to requirements of individual bor 
rowers. This worked to the benefit of the borrowers and was done at the request 
of NPA. 


Allotting construction materials 

(a) General.—During the fall of 1952 and the early months of 1953, construc- 
tion was affected by the shortages resulting from the steel strike and construc- 
tion activity was maintained principally by using materials which had already 
been produced and for which allotments under the controlled-materials plan had 
been issued prior to the steel strike, plus limited inventories on hand. In order 
to meet the problems posed by the limited availability of controlled materials 
during the poststrike period, the Department had to limit allotments of steel 
almost exclusively to nondeferrable projects which were of primary importance 
to the agricultural economy. The steel situation had improved sufficiently by 
early spring, however, so that it was possible to approve virtually every agricul- 
tural project for which applications were received. Under the defense materials 
system, which went into operation on July 1, 1958, the Department of Agriculture 
will continue to have responsibility for acting on construction applications which 
require stainless steel. 

During the period in which CMP was in effect, the Department acted upon over 
2,000 applications involving food and fiber and related construction projects cost- 
ing over $500 million. Over this same period, the Department granted allot- 
ments of over 185,000 tons of carbon steel and related quantities of other con- 
trolled materials for food processing, wholesale food distribution, and on-farm 
construction. 

(b) Rural electrification borrowers.—During a part of the year the Depart- 
ment (through the Rural Electrification Administration) was responsible for 
the allotment of group construction materials to REA borrowers within an over- 
all allotment made by the Defense Electric Power Administration. Borrowers 
indicated that this pooling arrangement was highly successful in making neces- 
sary materials available. Due to rapid decontrol actions the program ceased 
on June 30, 1953. 

Encouraging necessary expansion of facilities 

(a) General—From September 1, 1952, through August 1953, a total of 54 
applications, requesting loans under section 302 of the Defense Production Act 
aggregating $20,200,460 were referred to the Department for consideration. 
None of these loans was certified. 
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In this connection it may be pointed out that in a substantial number of these 
cases the proposed expansion of facilities was feasible and seemed reasonably 
desirable in meeting the needs of our growing food requirements or the needs 
of the area in which the expansion was proposed. While their importance to 
the national defense did not warrant the use of defense funds, the reports made 
by the Department to the Reconstruction Finance Corporation enable that agency 
in a large percentage of the requests to make regular RFC loans in amount and 
on terms necessary to the applicant's requirements. 

During this same period the Department reviewed 52 applications for neces- 
sity certificates under the provisions of section 124A of the Internal Revenue 
Code covering facilities estimated to cost $16,330,681. Of these applications, 
17 covering facilities estimated to cost $4,021,680 were recommended for approval 
and 35 of the application, covering facilities estimated to cost $12,300,001 were 
recommended for denial. 

Two principal considerations accounted for these denial recommendations: 
(1) The proposed expansion was not considered necessary in the interest of 
national defense; (2) the facility constructed at this time represented normal 
expansion required for our growing food needs and might reasonably be expected 
to have full postemergency usefulness. 

(0) Forest products.—In the field of forest products, the National Production 
Authority was responsible during the year for forest products action prograulis, 
with the Department of Agriculture (through the Forest Service) called on to 
perform jobs of a service character by virtue of staff trained in forest products 
and timber resources. These defense activities have been conducted under a 
memorandum of agreement with the National Production Authority. Services 
supplied were mainly in connection with the tax-amortization program. From 
September 1952 to September 1953 four new applications for accelerated tax 
amortization of industrial facilities producing pulp, paper, lumber, and hardboard 
were referred to the Department for resource appraisals. 

During the entire program 378 applications representing new facilities valued 
at more than $1.6 billion were referred to the Forest Service. About 96 percent 
of the applications concerned requests for accelerated tax amortization. Nearly 
three-fourths of the resource appraisals prepared by the Forest Service covered 
expansion in the pulp and paper industry. The remaining one-fourth was 
divided almost equally between the veneer and plywood industry and the lumber 
industry. 

Other defense activities covered a variety of special projects conducted for 
defense agenices in fields closely allied to regular work of the Forest Service, 
including a variety of special investigations in the field of forest products, 
photogrammetry studies, research in photointerpretation, and research on fire 
projects. 

Manpower needed in support of overall food program 

Major stress was placed on the essentiality of agriculture and food activities 
in the defense effort and the importance of full consideration of agricultural 
manpower needs in all activities affecting availability of manpower, including 
the necessity of full and efficient use of manpower resources and the need for 
more effective programs to recruit workers, particularly those for year-round 
jobs on farms. Opportunities for nonfarm employment and the need for men 
in the Armed Forces continued the downward trend in the availability of quali- 
lied manpower for agricultural production. 

Close liaison was maintained with the Department of Labor, Selective Service, 
and the Defense Department in manpower programing and with the Office of 
Defense Mobilization in manpower policy development. Information and data 
on farm-production plans and programs, man-hour requirement estimates, and 
production progress was provided to the manpower agencies for use in program 
planning, recruitment campaigns, and deferment considerations. 

Considerable progress was made in the States in the development and appli- 
eation of criteria and procedures for Selective Service classification of farm 
workers, taking into account the degree of essentiality of the workers’ services 
to agricultural production. Close working relationships were maintained with 
the Army in handling requests for discharge based on civilian occupation in 
agriculture. Programs were developed to encourage servicemen to return to 
agriculture. 

There was increased recognition on the part of the Department of Labor as 
to the many complex problems involved in farm manpower recruitment and 
major program emphasis was directed at recruitment of qualified year-round 
workers suitable for replacement of farm registrants. 
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The Department of Commerce recognized the continuing importance of agri- 
culture, agricultural services and food processing through retention of these 
activities on its list of essential activities. 

Through the cooperative efforts of various Government agencies, manpower 
problems did not become a major deterrent in agricultural production activities. 

In the development of farm manpower policies, programs and cooperative 
arrangements, consideration is given to the potential problem under varying 
stages of mobilization. Traditionally, agriculture is in a difficult competitive 
position during periods of manpower stringencies. These problems are intensi- 
fied in periods of defense mobilization. In addition the seasonality of farming 
necessitates intensive action to meet annually recurring supply problems, There- 
fore, effective liaison and cooperative working relationships with the manpower 
agencies must be continued. 

The Department (through the Bureau of Agricultural Economics) initiated or 
completed a total of 9 projects under the defense manpower program ; 7 of these 
were in cooperation with land-grant colleges and 2 with the Bureau of Employ- 
ment Security. Fourteen reports, either published or in process of publication, 
have been prepared, presenting the findings from field surveys. These deal with 
the impacts of defense preparations upon the farm labor force in areas charac- 
terized by seasonal unemployment and underemployment, in areas employing a 
large volume of migratory workers, and in areas particularly affected by the loss 
of hard-to-replace skilled or semiskilled farm workers. 

Other programs or activities 

Price decontrol activities were speeded up following the President’s announce- 
ment on February 2, 1953, that steps would be taken to eliminate price controls 
in an orderly manner. On February 6, 1953, upon advice of the Secretary of 
Agriculture, the President removed price controls and compulsory grading of 
meat. Ceiling prices on the few remaining agricultural commodities and prod- 
ucts thereof for which price controls still were in effect were discontinued on 
March 12, 19538. While price controls were in effect, the Department continued 
to carry out its responsibilities for the development of legal minimum prices for 
agricuitural commodities in accordance with provisions of section 402 (dad) (3) of 
the Defense Production Act of 1950, as amended. This activity, however, was 
relatively small compared with that earlier in the mobilization period. Prices 
of most agricultural commodities were below their legal minimum level. 

Industry advisory committee activity during the past year relating to defense 
was confined to the fats and oils, fruit and vegetable, and fertilizer areas. 

The Department of Agriculture serves as the source of practically all statis- 
tics and estimates covering current prospective production and supplies of agri- 
cultural products, agricultural prices, farm employment and wages, ete., used in 
the defense program. 


Objectives of defense program 

The Department of Agriculture will continue to carry out its delegated respon- 
sibilities under the Defense Production Act as amended in accordance with the 
objectives of the act. It is the purpose of the Department to insure the avail- 
ability of sufficient quantities of food to cover requirements and to insure the 
proper distribution of food in the various stages of mobilization. 


Organization for defense 


Defense mobilization activities of the Department of Agriculture have been 
conducted largely through existing organizational structure which has facili- 
tated coordination of defense work with regular programs. 

Defense mobilization activities are now concentrated almost entirely in the 
Production and Marketing Administration, although PMA works closely with 
other agencies of the Department as well as other agencies of the Government. 
Within PMA, these activities are being carried out through the commodity and 
functional branches and offices in Washington and to some extent through PMA 
State and county committees. 

lo insure nee ssary coordination of defense mobilization work, the PMA organ- 

tion structure has included an Office of Requirements and Allocations, an 
Office of Materials and Facilities, and small manpower and program statis. 
These four units are now being consolidated and this consolidation together 
with program adjustments has resulted in a reduction of manpower from 215 
(at peak employment) to 60 on August 31, 1953. Only about 48 of the 60 em- 
ployees were in defense work, however, mainly because of the shift of import 
control operations to section 22 of the Agricultural Adjustment Act. 


I 
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GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., Se ptember 18, 1953. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 
(Attention: Mr. Harold J. Warren, Clerk, room 11—C, Senate Oflice 
Building. ) 
Dear SENATOR CAPEHART: In compliance with your request of August 7, 1953, 
I am submitting herewith a summary of the operations of the General Services 
Administration during the past year under the Defense Production Act of 1950, 
as amended. 
It is understood that the statement is to be ineluded in the Third Annual 
Report of the Joint Committee on Defense Production to the Congress 


The operations of the Defense Materials Procurement Agency are summarized 
in a separate report to the committee. DMPA was abo ished by Executive Order 
10480, dated August 14, 1953, which transferred its personnel, records, pre perty, 
and unexpended balances of appropriations, allocations and other funds, and 
assigned certain of its functions to the General Services Administration. 

Sincerely yours, 
EDMUND F. MANSURE, 
Administrator. 


AUTHORITY AND RESPONSIBILITIES 


The major responsibilities of the General Services Administration under the 
Defense Production Act of 1950, as amended, during the year ending August 1, 
1953, related to (1) purchasing and making commitments to purchase metals, 
minerals, and other materials for Government use and resale; (2) installation of 
additional equipment, processes, or improvements to facilities owned by the 
United States Government, and the installation of Government-owned equipment 
in privately owned industrial establishments; and (3) guarantee of private 
loans to contractors, subcontractors, and others when necessary to expedite pro 
duction, deliveries, or services under defense contracts. 

Activities relative to the procurement of materials and the installation of 
equipment were performed under authority stemming from Executive Order 
10161, September 9, 1950 (15 F. R. 6105), as amended and supplemented, and 
delegated to GSA by the Defense Materials Procurement Agency, created by 
Executive Order 10281, August 30, 1851 (16 F. R. 8789)... GSA administered 
open-market procurement programs assigned to it, negotiated some individual 
purchase contracts, serviced certain aspects of DMIV’A expansion contracts, and 
performed related inspection, transportation and storage operations it exe 
cuted machine tool pool-oider contracts and contracts for the lease of machines 
for installation in industrial plants. It guaranteed private loans and was author- 
ized to dispose of real and personal property acquired under the Defense Pro- 
duction Act of 1950. It performed financial management and other staff services 
for DMPA. 

The General Services Administration also performed certain other functions 
under the Defense Production Act assigned to it by defense agencies. Pursuant 
to Defense Manpower Policy Ne. 4 (17 F. R. 1195), issued by the Office of Defense 
Mobilization on February 7, 1952, GSA continued to give preference to desig- 
nated surplus labor areas in procuring supplies for use of Federal departments 
and agencies, Through June 30, 1953, GSA performed certain claimant ageney 
functions under DPA Order No. 1, May 24, 1951 (16 F. R. 4915), and related 
functions concerning buildings constructed for Government use under NPA 
Delegation 14, as amended March 6, 1952 (17 F. R. 1971). 


GUARANTEE OF PRIVATE LOANS 


Loans are guaranteed pursuant to section 301 of the Defense Production Act 
of 1950, as amended, as implemented by Executive Order 10161. Operations are 
conducted under regulation V of the Board of Governors of the Federal Reserve 


—— 


1 DMPA was abolished by Executive Order 10480, August 14, 1953 (18 F. R. 4939), which 
transferred its personnel, records, property, and unexpended balances of appropriations, 
allocations, and other funds, and assigned certain of its functions to the General Services 
Administration. 
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System (15 F. R. 6630), October 3, 1950. Loans are guaranteed for the purpose 
of financing any contractor, subcontractor, or other person, in connection with 
operations under Government contracts for the procurement of materials or the 
performance of services for the national defense. 

During the year ending August 1, 1953, GSA guaranteed 3 private loans aggre- 
gating $83,132,000. From the beginning of the program to August 1, 1953, a 
total of 22 loans, aggregating $113,147,400 had been guaranteed. 

Fourteen of the 22 loan guaranties, aggregating $29,072,000 were to assist 
machine-tool manufacturers. The others were authorized to expedite produc- 
tion of minerals and metals including tin, tungsten, manganese, magnesium, 
and aluminum. 

Of all the loan guaranties authorized, approximately 20 percent by value, and 
64 percent by number, were for working capital purposes, and the remainder for 
new construction or expansion of productive facilities. These data include loans 
guaranteed by DMPA but processed on its behalf by GSA. 


PROCUREMENT OF METALS, MINERALS, AND OTHER MATERIALS FOR GOVERNMENT USE 
OR RESALE 


During the period covered, GSA operated depots for the purchase of domes- 
tically produced mica, manganese ore, beryl, columbite-tantalite and chrysotile 
asbestos. It administered a program for the purchase of domestically produced 
tungsten concentrates, and a program for purchase of manganese ore in carload 
lots from small domestic producers throughout the country. It made purchases 
of foreign tungsten and mica, and acted as one of several agents of the Govern- 
ment in the procurement of foreign columbite-tantalite. It performed certain 
administrative activities under the Government’s aluminum and machine-tool 
programs. It administered the programs for reactivation of Government-owned 
facilities for the production of magnesium, nickel, and graphite. 

Manganese program 

Depots for the purchase of domestic manganese (metallurgical grade) are 
operated at Deming, N. Mex.; Butte and Phillipsburg, Mont.: and Wenden, Ariz. 
Operations are to continue until 6 million long-ton units of contained manganese 
are delivered at the depots in each State, or until June 30, 1958, whichever first 
occurs. Prices depend upon the manganese content of the ore delivered. The 
program at Butte and Phillipsburg, Mont., originally limited to manganese car- 
bonate ores Was broadened on January 12, 1953, to cover manganese oxide ores 
as well. 

During the year ending August 1, 1953, 81,015 tons were accepted at the four 
depots. From the beginning of the program, a total of 88,456 long tons had 
been accepted. 

During the past year a central storage depot was established at El Paso, Tex., 
for Mexican manganese ores purchased under contracts negotiated by DMPA. 
As of August 1, 1953, a total of 75,841 tons had been accepted at this depot. 

Under the program authorized in 1952 for the purchase of carload lots of 
manganese ores and concentrates from small domestic producers at rail points 
throughout the country, approximately 5,000 long dry tons had been received as 
of the beginning of August. This program is to terminate on June 30, 1958, or 
sooner upon delivery of 19 million long dry ton units. The base price paid, 
subject to penalties and premiums, based on analysis of the ore, is $2.30 per long 
dry ton unit for material containing 48 percent manganese. A small producer 
is defined as one whose anticipated or actual production is less than 10,000 long 
dry tons annually. 

Mica program 

A program for the purchase of domestic hand-cobbed muscovite ruby crude 
mica and processed muscovite ruby block and film mica was undertaken in 1952. 
Purchase depots were established in three mica mining areas—at Spruce Pine, 
N. C.; Franklin, N. H.; and Custer, S. Dak. 

The program is to continue in effect until the equivalent of 25,000 short tons 
of hand-cobbed mica is purchased or, as extended, on June 30, 1957, whichever 
is earlier; 90 pounds of block and film mica are considered equivalent to 1 ton 
of hand-cobbed mica. As of August 1, 1953, the equivalent of about 1,600 short 
tons of hand-cobbed mica had been accepted at the 3 depots. The program was 
recently broadened to include monruby mica of acceptable quality. 
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The purchasing of foreign mica continued during the year. As of August 1, 
GSA had entered into contracts providing for delivery of a maximum of approxi- 
mately 4 million pounds of muscovite block and film mica from Brazil, India, 
and other areas. A total of approximately 200,000 pounds had been delivered. 
Beryl program 

A program for the purchase of domestic beryl, designed to uncover new 
sources and increase production by assuring a ready market at a fair price to 
small producers was initiated in October 1952. 

Beryl is being purchased at the three depots previously established for pur- 
chase of mica. The price for lots up to 500 pounds of ore is fixed at $400 a short 
ton. Because of the prohibitive cost of chemical analysis of small lots, quanti- 
ties up to 500 pounds are purchased solely on the basis of visual inspection. 
Prices for larger amounts up to 25 tons are on a sliding scale based on beryllium- 
oxide content and range from $40 to $50 per short-ton unit. Prices to firms 
producing more than 25 tons annually are negotiated. 

Through August 1, 1953, GSA had purchased a total of 90 tons. The program 
terminates on June 30, 1957, or when a total of 1,500 short dry tons of ore con- 
taining not less than 8 percent beryllium oxide have been received. During the 
past year, GSA became the exclusive purchaser of beryl for Government require- 
ments. 


Tungsten program 
A program for the purchase and resale of foreign tungsten ores and concen- 


trates was undertaken in March 1951. During the year ending August 1, 1953, 
the General Services Administration made commitments to purchase approxi- 
mately 13 million pounds (tungsten metal content) of foreign tungsten. From 
the beginning of the program to August 1, 1953, GSA had entered into commit- 
ments to purchase approximately 48 million pounds (tungsten metal content). 

The program for procurement of domestic tungsten was also undertaken in 
March of 1951. Under the domestic program, which was designed to stimulate 
the expansion of mining operations, GSA purchased concentrates at a fixed 
base price of $63 per short-ton unit of contained tungsten trioxide. The pro- 
gram is scheduled to continue until 3 million short-ton units have been delivered 
to and accepted by the Government, or on July 1, 1958, whichever first occurs. 

From the beginning of the program to August 1, 1953, a total of approxi- 
mately 300,000 short-ton units of tungsten concentrates had been delivered to 
the Government. 


Columbite-tantalite program 


A program for the purchase of small lots of columbium-tantalum ores and 
concentrates was established by DMPA and delegated to GSA in the latter 
part of 1952. Under this program, lots of less than 2,000 pounds of such ores 
and concentrates may be offered to the Government at the depots which 
purchase mica and beryl. 

Material offered must contain a minimum of 50 percent combined colum- 
bium and tantalum pentoxide. A flat price of $1.70 is paid for each pound 
of material meeting requirements. The termination date for this program 
was recently extended to December 31, 1958. As of August 1, 1953, a total «f 
approximately 1,300 pounds had been accepted. 

The above program is part of a larger program covering columbium-tan- 
talum of both domestic and foreign origin, under which bonus payments are 
paid to encourage the expansion of production. The purchase of materials 
of foreign origin is to continue until the end of 1956, but may be terminated 
when 15 million pounds of contained pentoxide have been purchased. GSA 
acts as purchase agent for foreign material purchased under the program 
for the stockpile. 


Asbestos program 

During the past year, GSA established a depot at Globe, Ariz., for the 
purchase of chrysotile asbestos produced in that State. Arizona is the only 
domestic source of nonferrous chrysotile asbestos. 

Under the program, which is designed to stimulate exploration and in- 
crease output, limited amounts of commercial-grade asbestos are accepted 
on a tie-in basis along with the more valuable and scarce strategic grades. 
A uniform scale of prices, ranging from $400 to $1,500 per short ton is estab- 
lished for asbestos meeting certain specifications. As recently extended, the 
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program will continue until October 1, 1957, or when deliveries of crude 
No. 1 and No. 2 grades total 1,500 short tons. 

As of August 1, 1953, approximately 70 short tons of these 2 grades had been 
accepted by the Government. 


1/1 num program 


During the year, GSA entered into one additional contract certified by 


DPA, for expansion of capacity for the production of aluminum. In May 
it entered into a letter agreement with the Harvey Machine Co., Ine., provid- 
in rr construction of facilities near The Dalles, Oreg., with capacity to pro- 
duc 4,000 short tons of primary aluminum annually. 

Under the agreement the Government may at its option require the sale to 
it at market price of all or any part of the output of the facilities for a period 
of 5 years and is obligated to buy at market any metal offered to it by the com- 
pany which the company does not otherwise sell or use. During the 5-year 
period the company is obligated to offer to nonintegrated users two-thirds of the 
production of the new plant less such amount as the Government may take. 
After 5 years, the company must offer 25 percent of its total output to non- 
integrated users and continue to do so for 15 years. The new facilities are 
scheduled for completion by May 1955. 

As of August 1, 1953, GSA had entered into agreements providing for con- 
struction of new facilities and expansion of existing facilities in the amount 
of 618,000 short tons annually. 

With the termination of the controlled materials plan on June 30, 1953, the 
provision in the agreements with the three present producers of aluminum guar- 
anteeing a portion of the output of new facilities to nonintegrated users, came 
into effect. More than 90 million pounds of primary aluminum is to be made 
available to independent fabricators during the third quarter of 1953. A special 
interagency commitee was established to work with the producers and the non- 
integrated fabricators with respect to distribution of the metal. 





Magnesium, nickel, and graphite 

ive of the six Government-owned magnesium plants which were reactivated 
in 1951 to assist in meeting defense requirements were taken out of production 
in June 19538 because their production was no longer required. The total out- 
put of these 5 facilities dnring their period of operation was approximately 146 
million pounds (ingot). One of the facilities at Canaan, Conn., was recently 
transferred to the Atomic Knergy Commission and will continue in partial 
operations under control of that agency. A portion of one has been leased, 
and the leasing of others is under consideration. All will be held in readiness 
to go back into magnesium production on short notice. 

The sixth and largest plant, at Velasco, Tex., is being continued in production 
through a lease agreement. The total production of magnesium by Government- 
owned facilities from the beginning of operations to August 1, 1953, exceeded 
287 million pounds (ingot). 

The Government-owned nickel plant at Nicaro, Cuba, is being operated near 
capacity levels. During the year ending August 1, 1953, this facility produced 
over 50 million pounds of nickel oxide containing approximately 25 million 
pounds of nickel. Arrangements were recently made for the installation of 
sintering equipment making it possible to produce a product suitable for open- 
hearth as well as electric furnaces. 

Reactivation of the Government-owned graphite plant at Chester Springs, Pa., 
was completed and operation started in April 1953. Production through August 
1, 1953, totaled approximately 114,000 pounds of crucible grade graphite. 


Var hine tool program 


Activities of the General Services Administration with respect to machine 
tools include the placing of pool-order contracts and the making of advances 
thereunder, and the guaranty of private loans, as well as the leasing of Govern- 
ment-owned machinery and equipment to machine-tool producers. 

Pool-order contracts guaranteeing the sale of completed tools have been placed 
With qualified producers pursuant to recommendations by the National Produc- 
tion Authority. Under these contracts, orders placed with producers by 
industrial buyers are applied against GSA’s pool orders upon delivery of the 
tools. GSA agrees to buy machine tools which have not been disposed of at 
the time of their completion at the producer’s sales price less 1714 percent, the 
estimated selling expense and profit of the producer. 
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The making of new commitments under this program was frozen in March 
1953 and authority to enter into further contracts was withdrawn in July, the 
program having been determined completed by ODM. 

Through August 1, 1953, GSA had negotiated 114 pool-order contracts and 
amendments covering 93,521 tools and related parts and accessories with a 
gross value of $1,2584,111,404. As of that date 13,907 tools valued at $273,855,716 
were still under contract. A total of 389 machines valued at $2,905,948 had 
been purchased and placed in storage. Of the latter, 28 tools costing $111,192 
had been sold. Tools in storage are available for sale by the Government and 
by the producer at the producer's current net market price. 

Through August 1, 1953, a total of 29 advances in the amount of $81,187,251 
had been authorized to provide working capital to machine-tool producers having 
pool-order contracts. As of that date, $12,084,432 remained outstanding. Ad- 
vances are limited to 30 percent of the dollar amount of contracts. They are 
authorized when producers are unable to obtain private financing at reasonéble 
terms, With or without a Government guaranty. 

Through August 1, 1953, GSA had authorized guaranty of 14 loans involving 
eredits of $29,072,000 for the account of producers of machine tools. Four of 
these loans Were for facilities expansion and the others for working capital. 





INSTALLATION OF EQUIPMENT 


In accordance with recommendations made by the National Production Au- 
thority, GSA has entered into agreements with producers of machine tools 
whereby equipment is acquired for the account of the Government and leased 
to the companies for use in production of the tools. 

As of March 81, 1953, GSA had entered into 116 lease contracts in the amount 
of $44.8 million. This value represents the cost of the equipment plus approxi- 
mately 20 percent to cover the cost of transportation, installation, initial repair, 
and subsequent removal expenses on termination of the contract. 

The placing of contracts was frozen as of March 27, 1953, and in July authority 
to issue additional contracts was withdrawn by ODM. As of August 1, 1953, 
equipment valued at $27.3 million had been delivered. In addition, GSA had 
entered into 2 contracts for 92 unusually large multipurpose machine 
valued at $2,250,000; 22 tools valued at $418,877 had been acquired for leasing. 

that the contractor agrees 
to provide additional facilities to house the tools and to maintain the plant in 
standby condition for 10 years. 


tools 


These contracts dilfer from other lease contracts in 


CLAIMANT AGENCY PROGRAM 


Through June 80, 1953, and pursuant to DPA Order No. 1, dated May 24, 1951, 
the Administrator of General Sevices ted as claima vith r 


espect to the needs 





of Federal agencies, not covered otherwise, for contr 


construction, and for common-use items listed in the 


rials for Federal 





res Stock Catalog, 
procured under Federal Supply Schedule contracts, and otherwise designated by 
him as common-use items. Pursuant to NPA Delegation 14, as amended, GSA 
performed related functions with respect to Federal construction and buildings 
and facilities constructed by private interests and capital, which were designed 
for and intended for use, under lease for extended periods, by Federal a 

‘The major construction projects for which GSA acted as claimant were those 
of the Architect of the Capitol, the Post Office Department, the Department 
of Agriculture, Department of State, and the General Services Administration 
itself. Allotments were made for certain manufacturing and research projects. 

Through June 30, 1953, the allotments of controlled materials issued to sub 
claimants by GSA included approximately 135,000 short tons of carbon steel, 1,000 
short tons of alloy steel, 4.4 million pounds of stainless steel, 19.6 million pounds 
of copper products, and 600,000 pounds of aluminum. 


encies, 


PROCUREMENT NEGOTIATED FOR THE BI EFIT OF SPECIFIED LABOR AREAS 


Pursant to Defense Manpower Policy No. 4, issued by the Office of Defense 
Mobilization on February 7, 1952, the General Services Administration nego- 
tiated without formal advertising certain contracts expected to be in the amount 
of $25,060 or more. Preference was granted to bidders in specified surplus labor 
areas who match the original low bids from firms in other areas. However, 
bidders in surplus labor areas that are not small business, did not receive pref- 
erence over small business outside such areas. 
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From the beginning of the program to August 1, 19538, GSA negotiated 898 
contracts under this program for goods and services costing $43.5 million, 70 
of the contracts resulted in $4.4 million of procurement beneficial to surplus labor 
areas. 

DISPOSAL OF SURPLUS PROPERTY 


Since no real personal property acquired under the Defense Production Act 
of 1950, as amended, has been reported as surplus to the needs of the national 
defense, no action has been taken under the authority delegated to the Admin- 
istrator of General Services in section 201 (b) of Executive Order 10161. 





GENERAL SErVicius ADMINISTRATION, 
Washington 25, D. C., September 18, 1953. 
Hon. Homer E. CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 75, D. C. 
(Attention: Mr. Harold J. Warren, clerk, rocm 11-C, Senate Office 
Building. ) 

DeAR SENATOR CAPEHART: In compliance with your request of August 7, 1953, 
I am submitting herewith a summary of operations of the Defense Materials 
Procurement Agency during the past year under the Defense Production Act of 
1950, as amended. 

As you are aware, the Defense Materials Procurement Agency was abolished 
by Executive Order 10480, dated August 14, 1953, which transferred its personnel, 
records, property, and unexpended balances of appropriations, allocations, and 
other funds, and assigned certain of its continuing functions to the General 
Services Administration. 

It is understood that the statement is to be included in the Third Annual Report 
of the Joiut Committee on Defense Production to the Congress. 

Sincerely yours, 
EpMUND F.. MANSURE, 
Administrator. 


DEFENSE MATERIALS PROCUREMENT AGENCY 


AUTHORITY AND RESPONSIBILITIES 


The major responsibilities of the Defense Materials Procurement Agency under 
the Defense Production Act of 1950, as amended, were assigned to it by Executive 
Order 10281 (16 F. R. 8789, August 30, 1951) and by delegations of authority 
issued by other defense agencies. 

Executive Order 10281, which created DMPA, gave it responsibility with respect 
to purchases and commitments to purchase metals, minerals, and other materials 
(except food) for Government use and resale; the encouragement of exploration, 
development and mining of critical and strategic minerals and metals; the making 
of subsidy payments; and the installation of facilities in Government-owned and 
private plants. These activities have been carried out pursuant to programs 
certified by the Defense Production Administrator and, more recently, by the 
Director, Office of Defense Mobilization. 

The order also designated DMPA as an additional guaranteeing agency, respon- 
sible for guaranteeing private loans as necessary to expedite production and 
deliveries or services under Government contracts. Authority to certify as to 
the essentiality of direct Government loans, to the extent that such loans are 
part of and in accordance with approved programs, was provided under Delega- 
tion No. 2 of the Defense Production Administration. Applications for Certifi- 
cates of Necessity authorizing accelerated tax amortization for minerals facilities 
are processed under section 124—A of the Internal Revenue Code and the general 
criteria of the Defense Production Act of 1950, as amended. 

Certain responsibilities with respect to priorities and allocations were assigned 
by DPA Delegation No. 1, revised, and by NPA Delegation No. 5 and No, 14. 
Pursuant to provisions of section 12 of the Federal-Aid Highway Act of 1950, the 
President designated DMPA to certify as to the essentiality of access roads for 
mining operations to the Secretary of Commerce. 

Certain of the functions assigned to the Defense Materials Procurement Agency 
were delegated to other agencies. Authority to encourage domestic exploration 
aud related development of critical and strategic minerals and metals in the 
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United States was delegated to the Secretary of the Interior. Authority to 
perform certain activities relative to procurement of metals, minerals, and other 
materials, and the installation of industrial equipment, was delegated to the 
General Services Administration. Activities under these delegations of authority 
are summarized in separate reports to the Joint Committee on Defense 
Production. 

In addition to the activities noted above, DMPA continued to perform certain 
materials development functions, not summarized herein, for the Foreign Opera- 
tions Administration, pursuant to a memorandum of understanding with its 
predecessor, the Mutual Security Agency. 


MINERALS EXPANSION PROGRAMS 


The Defense Materials Procurement Agency develops programs for necessary 
expansion of supply of strategic and critical metals, minerals, and other mate- 
rials, based on studies of existing and potential sources and of requirements 
under conditions of partial and full mobilization. As programs are approved and 
funds made available, DMPA acts to assure the necessary additional supplies 
through provision of various types of assistance to mining enterprises in the 
United States and other nations. 

All available types of assistance, including tax amortization certificates, Gov- 
ernment loans, guaranties of private loans, purchases, and purchase commit- 
ments, have been used to encourage the undertaking of new mining projects and 
the expansion of existing operations. Financial aid has been provided for de- 
velopment—the intermediate stage between exploration and production. Re- 
search projects have been initiated on the reeovery of minerals from some of the 
relatively abundant but little used low grade ores and on the suitability of certain 
materials for various applications. 

Tar amortization certificates 

During the 12-month period ending August 1, 1953, 66 certificates of necessity 
recommended by DMPA were issued for minerals projects. They covered depre- 
ciable assets costing approximately $200 million, a portion of the total invest- 
ment, for 16 different materials. The largest, covering assets of about $65 
million, was granted for the production of copper and molybdenum in Arizona, 
Certificates covering investments of approximately $25 million each were issued 
for a nickel project and for a titanium project. Many of the projects covered 
by the certificates were aided also by one or more other types of assistance. 

In terms of the number and cost of installations covered, tax amortization 
certificates have exceeded other forms of Government assistance. From January 
1, 1951, to August 1, 1953, tax amortization certificates had been issued on 368 
minerals expansion projects, covering investments of over $1.5 billion (excluding 
aluminum projects for which DMPA has not had prime responsibility). Cer- 
tificates covering an amortized investment of over $1 billion had been issued 
on 144 projects for the production of taconite and iron ore. The amortized 
investment for copper expansion amounted to approximately $179 million; for 
limestone, dolomite, and magnesite, $61 million; for titanium, $56 million; for 
lead and zinc, $48 million; for molybdenum, $25 million (not including molybde- 
num produced as a byproduct of copper), and for manganese, $16 million. 


Loans and advances 

While the greater part of minerals-expansion projects have been privately 
financed, large sums have been loaned by the Government and additional amounts 
have been made available as advances under procurement contracts. As of 
August 1, 1953, loans amounting to approximately $95 million, certified by DMPA, 
had been approved by the Reconstruction Finance Corporation for minerals 
projects and loans of approximately $51 million had been approved by the 
Export-Import Bank of Washington. Direct advances by DMPA under contracts 
with individual producers have been authorized in the amount of $83 million, 
subject to repayment as production proceeds. 

In conjunction with private financing of new facilities for metal production, 
the Government, acting through DMPA and GSA, guaranteed loans aggregating 
$85,385,000 made to producers by private lending institutions. Guaranties are 
authorized under the V-loan program, under regulation V of the Board of 
Governors of the Federal Reserve System. 


Purchases and purchase commitments 


Large increases in supplies are being effected through purchase commit- 
ments with individual firms and programs under which the Government purchases 
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from all qualified suppliers. Materials covered by purchase commitments in- 
clude over 800,000 long tons of metallurgical chrome ore, 18 million pounds 
of cobalt, over 500,000 pounds of combined columbium-tantalum metal, 1.5 mil- 
lion short tons of copper, 250,000 short tons of acid-grade fluorspar, 29,000 short 
tons of lead, 7 million long tons of manganese ore (45 percent equivalent), 165 
million pounds of molybdenum, 270,400 short tons of nickel, 10,000 short tons 
of titanium, 21 million pounds of contained tungsten, and 96,000 short tons of 


Under open-market purchase programs, established to stimulate additional ex- 
ploration and production, the Government has undertaken to buy as much as 


1500 short tor of nonferrous chrysotile asbescos, 1,500 short tons of beryllium 
e, 200,000 long tons of metallurgical chrome ore, 15 million pounds of com 
bined imbium-tantalum pentoxides, 387 million long ton units of manganese, 


25,000 short tons of hand-cobbed mica, and 38 million short ton units of contained 
tungsten 

As established by regulations issued by DMPA most of these programs would 
have terminated in 1956 or sooner, if the objectives had been met. Pursuant 


to the Domestie Minerals Program Extension Act of 1953 (Public Law 206, 83d 
Cong.), approved August 7, 1953, the termination dates of all purchase programs 

gine oO stimulate the domestie production of tungsten, manganese, chromite, 
mri isbestos, beryl, and columbium-tantalum-bearing ores and concentrates and 


established by regulations issued pursuant to the Defense Production Act of 1950, 
mended, were extended an additional 2 years 
During the past year contracts were negotiated with individual firms, provid 


ng for expansion of supplies of nickel, manganese, copper, cobalt, chrome, beryl, 
molvdenum, and other materials. DMPA entered into 10 contracts providing for 
expansion of supplies of nickel. These contracts cover production of about 486 
mi n pounds of nickel, over a 10-year period. They also cover substantial 


amounts of copper and cobalt 
Three of these contracts covered a new venture in the United States and the 


others covered new and increased operations in Canada. The domestic project, 
19 


thwestern Oregon, is to provide between 95 and 125 million pounds of 


nickel, contained in ferronickel, over an 8-year period. Up to $22 million is to be 


uivanced f onstruction of a smelter and $2.8 million for working capital. 
Und n agreement with one large Canadian producer, the Government is to 
pure] e 120 million pounds of nickel, and 100 million pounds of copper over a 
period of approximately 5 years. The metal is to be produced from low-grade 
leposits in the Sudbury district. Under a contract with another Canadian 
firm, the Government is to buy 100 million pounds of nickel by July 1962. The 


contractor has the option to sell to the Government an additional 50 million 
pounds by that date, and is to sell substantial quantities of cobalt and copper. 
Another recent contract provides for exploration, preparation for mining, and the 
production of up to 56 million pounds of refined nickel from a deposit in British 
Columbia 

New production of nickel provided for under all contracts executed to date 
with private producers is in excess of 540 million pounds. The Government 
owned Nicaro plant in Cuba is producing at the annual rate of nearly 28 million 
pounds 

Under the manvanese program 16 additional contracts were signed with 
American and Mexican producers of Mexiean ores More than 400.000 lone tons 
of are is to be purchased and shipped to a Government depot at El Paso, Tex., for 
processing \ line of credit totaling S67 


g 5 million was established, on certifica- 
tion by DMPA, by the Export-Import Bank in favor of a South American firm 
for procnetion of manganese ore in Brazil. \ related contract sets a floor price 
for production up to 5,500,000 lone tons and provides for Government purchase 
of 400.000 long tons. The total annual supply for the United States from this 
mine will be nearly one-third of the vearly requirements for steelmaking. Re- 
search and development projects relative to manganese are noted below. 
Several of the contracts executed during the year provided for production of 
copper, usually in conjunction with one or more other materials. The additional 
production of copper provided for was in excess of 320,000 short tons. Altogether, 
the Government has undertaken to purchase un to nearly 1.5 million short tons 
over a 10-year period. Approximately 12 mullion pounds of contained molyb- 
denum was provided for under contracts eff -cted during the year, bringing the 
Government purchase commitment up to a maximum of 165 million pounds. 
Under a contract awarded in July a new facility is to be constructed in Ten- 
nessee capable of producing 6,000 tons of titanium sponge per year. The Govern- 
ment is to advance up to $24,950,000 for construction and equipping of the plant 


a > 
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which is to be repaid in sponge as production proceeds. Two similar contracts 
previously had been awarded. One provided for production of 18,000 tons of 
sponge over a 5-year period from new facilities now nearing completion and in 
partial production in Nevada. The other provides for production of 13,500 tons 
over a 5-year period from enlarged facilities in Delaware. Sponge is being 
produced also, under DMPA contract, by the research facilities of the Bureau of 
Mines in Nevada. 

Development and research 

In addition to financial assistance for production, assistance has been provided 
for the development of mining properties. This intermediate stage of operation 
covers such activities as systematic and close-core drilling; sinking of shafts and 
running of drifts, crosscuts, and raises for the purpose of blocking out ore; and 
the reopening and rehabilitating of old mine workings as part of the process of 
developing partly proved ore deposits. The Government participates in costs in 
curred on a percentage basis and obtains an option to purchase the total output, 
should the project result in a profitable operation, at the prevailing market price. 
The money advanced is repaid with interest as the metal or mineral is produced 
and disposed of. 

Early in 1953 DMPA entered into a contract with the owner of a tungsten 
deposit discovered as a result of an exploration-project contract awarded by the 
Defense Minerals Exploration Administration covering sinking of a shaft and 
obtaining a 5-ton sample of ore for analysis by the Bureau of Mines A recent 
contract covering a nickel project in Canada covered further exploration and 
development operations, as well as possible construction and mining 

A long-rans program of research and experimentation is under way looking 
toward the development of processes for various minerals, including means for 





using low-grade manganese ores and manganese-bearing slags in the United 
States. A semicommercial plant is being constructed for testing a process for 
treating low-grade mangiuniferous ores in Minnesota An experimental plant is 
being constructed in Pennsylvania for the recovery of ferromanganese from open 
hearth steel furnace slag. While this plant is intended primarily to prove the 


feasibility of a new process developed by the United States Bureau of Mines, 
it is expected to achieve a production rate of about 1,000 long tons of ferromas 
ganese per month. A pilot plant is to be constructed in New Jersey to test a 
nitric-acid method for treating manganese ores from Aroostook County in Maine. 
A contract has been awarded for research aiined at developing practicable meth 
ods for extracting manganese from ores in Virginia, Arkansas, New Mexico, 
Arizona, and other States. 

Under agreement with DMPA, the Bureau of Mines has undertaken an inves 


tigation of domestic sources of columbium, tantalum, and associated minerals, 
and of methods of extraction and beneficiafion. It is also studying processes 





for the recovery of beryl from spodumene-bearing pe tites in North Carolina. 
Other organizations are studying the recovery of nickel and cobalt from laterite 


ores, 
Proaram status 


With the incentives provided by the Government, we have come a long way 
in assuring the supplies of strategic and critical minerals necessary to more 
quickly accomplish and sustain full-scale war production. Supplies in 1953 are 
far in excess of those in 1950. For many minerals the estimated supply is at 
least as great as the expansion goal. For others the supply is expected to equal 
the goal within a few years without the provision of additional Government aid. 
For some materials, however, the supply now envisioned is short of that deemed 
necessary and provision of additional assistance is required 

Through June 50, 1955, gross transactions totaling $6.4 billion had been consum- 
mated under DMPA programs. This represents the maximum possible liability 
under actual purchases, commitment-to-purchase contracts, research projects, and 
other activities. It includes transactions relative to machine tools, the installa- 
tion of equipment, and operation of Government-owned plants, as well as for the 
purchase and resale of minerals and for maintenance of production. 

Gross transactions consummated through June 1955 totaled $1.3 billion under 
all machine-tool programs, $1.1 billion under the aluminum program, $769 million 
under the copper program, and $592 million under the nickel program. 

The probable net cost to the Government under all programs for transactions 
consummated through June 1953 is $614 million. 


38759- 
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Vineral orders 

During 1953 DMPA revoked or suspended most of the mineral orders which 
had been issued in 1950-51 to control and conserve certain strategic metals and 
minerals. These orders which had been issued by the Defense Minerals Admin- 
istration were reaffirmed by DMPA upon taking over the functions of DMA in 
1051 

Mineral Order No. 1 (MO-1), which prohibited hoarding of various strategic 
muterials, was revoked when it became apparent that supplies were such that 
lifting of the ban would not appreciably affect distribution. In February 1953 
Mineral Orders Nos. 6 and 8 were amended, virtually restoring free domestic trad 
ing in tungsten and molybdenum concentrates. Certain controls over the export 
of zine were discontinued with revocation of Mineral Order No. 3, effective March 
30 \iO-2 covering the allocation of manganese ore was suspended in May. 
MO-7 on serialization of mines, smelters, and mineral-processing plants was 
revoked effective June 30, 


CLAIMANT PROGRAMS MATERIALS, EQUIPMENT, AND SERVICES 


During the year, DMPA continued to assist mining enterprises in obtaining 
priorities assistance, access roads, nanpower, housing, and transportation neces- 
sary to maintain and expand production of strategic metals and minerals (other 
than solid fuels, petroleum, and uranium). 

Up to the time of the abolition of the Controlled Materials Plan on June 30, 
1953, DMPA administered the priorities and allocations for construction of new 
or expanded facilities in the domestic mining and milling industries; estab- 
lished or adjusted quotas of both the domestic and foreign mining industries 
for maintenance, repairs, and operating supplies (MRO); and processed all 
applications from the mining industry for priorities assistance on major capital 
additions NVA Delegations 5 and 14, under which these programs were ad 
ministered, are still in effect. However, NPA Order M-78, Maintenance, repair, 
operating supplies, and capital additions for mining industry, and DMPA Order 
MO-7, Serialization of mines, smelters, and mineral processing plants, were 
revoked June 30 

Many construction projects to meet the expansion goals for such metals as 
nickel, titanium, manganese, molybdenum, and copper are still in the early 
stages. To enable the contractors to meet their completion dates without un- 
necessary delays, DMPA has requested the Office of Defense Mobilization to 
authorize use of the D symbol under the Defense Materials System where 
necessary to break bottlenecks on material or equipment deliveries to these 
projects 

Under letter of authority from the President, dated March 3, 1952, DMPA 
determines the essentiality of access roads to mining or milling properties in 
cases Where applicants have sought Federal aid in the construction of such 
roads, and certifies approved projects to the Commissioner of Public Roads. 
It also presents to the appropriate Government agencies special requirements 
for manpower, housing, power, and transportation facilities in connection with 
construction or operation of mines, mills, or smelters. 


Priorities and allocations 


sSetween July 1, 1951, and June 30, 1953, DMPA authorized start of con- 
struction on 567 domestic mining or milling projects, with an estimated cost of 
almost $1 billion. Under NPA Delegation 14, DMPA also issued allotments of 
controlled materials and priority ratings on machinery and equipment as needed 
for these projects. 

Under NPA Order M-—78, foreign mines serialized under DMPA Order MO-7 
could self-assign priority ratings for their United States purchases of mainte- 
nance, repairs, and operating supplies only up to the amounts of quarterly 
quotas authorized by DMPA. During the fiscal year ending June 30, 1953, 
DMPA authorized quotas of $113,344,570. They also adjusted the quotas of 
domestic producers whose production and consequent operating costs had in- 
creased since the base period on which their quotas were figured. 

Although DMPA was never granted authority to rate individual applications 
for major capital additions, all applications from the domestic mining industry 
for priority assistance on machinery and equipment were sent directly to 
DMPA where they were carefully screened. If approved, a case was prepared for 
presentation to NPA, giving information on the operation involved and current 
need for the equipment on order. During fiscal 1953, some 200 applications for 
equipment costing approximately $10 million were recommended for approval. 





CE 
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DMPA also screened applications received by the Mutual Security Agency or 
Office of International Trade from the foreign mining industry for priorities on 
capital additions, and submitted its recommendations to NPA. 

Access roads 


Applications for access roads to mine properties are evaluated with the as 
sistance of personnel in the United States Bureau of Mines and the Geological 
Survey both in Washington and in the field. Upon favorable determination, 
DMPA requests the Bureau of Public Roads to make a field investigation to 
determine the type of road needed and its estimated cost. If the anticipated 
production of critical ore justifies the cost of the road, the project is certified to 
the Commissioner of Public Roads for programing of construction when funds 
are available. 

In the period from January 1951 through June 1953, 2483 applications were 
processed and 72 roads, with an approximate cost of $2,805,000 were certified 
to make accessible 15 minerals in 14 States and Alaska. Forty roads to uranium 
mines or beneficiation plants, to cost approximately $5,750,000, were also certi 
fied by DMPA on the recommendation of the Atomie Energy Commission. 

DMIA has continued to process access-road applications to sources of strategic 
minerals, particularly those that will assist domestic materials expansion pro- 
grams. Programing of roads certified as essential to national defense depends 
upon the extent of congressional appropriations. 


Manpower 


The manpower problems of the mining industry during the past year involved 
military deferments, domestic recruitment, wage and salary increases, and re 
lease of equipment and materials from strike-bound plants. 

From the inception of the DMPA program in 1951, 1,194 requests for defer 
ment from military duty involving delay in call, revocation of military orders, 
or discharge from service of key personnel have been presented to the proper 
authorities. Of this number 1,186 received favorable action by the various mili- 
tary services involved, and 8 were denied. Because of the national shortage of 
engineers and other technicians essential to mining operations, this activity was 
particularly valuable in preventing slow-downs of critical mineral production. 

Through cooperation between DMPA, the employer, and the United States 
Employment Service, some 3,000 to 3,500 domestic workers were 
needed for new or expanded facilities. 

In accordance with policy established by the Office of Defense Mobilization, 
DMPA conducted studies and furnished information to the wage and salary 
stabilization boards in 74 cases involving minerals production, all of which were 
acted upon favorably. 

During the past year the assistance of DMPA was requested in obtaining the 
release of critical equipment and materials from several plants affected by 
strikes, since failure to procure these items was retarding important metals pro- 
duction. Release of the equipment was effected in all cases with little delay. 





recruited as 


Housing, transportation, and power 

Although DMPA advised with industry in several cases involving housing, 
transportation, or power problems, the workload in these fields fell off consider- 
ably during the past year and these activities are being curtailed. 


DEFENSE DEPARTMENT 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., September 17, 1958. 
CHAIRMAN, JOINT COMMITTEE ON DEFENSE PRODUCTION, 
Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk.) 


DeAR Mr. CHAIRMAN: As requested in your letter of August 7, 1953, addressed 
to Hon. Charles E. Wilson, there is enclosed herewith a summary of activities 
performed by the Department of Defense under the Defense Production Act of 
1950, as amended, during the period September 1, 1952, through August 31, 1953. 

Sincerely yours, 
JoHN C. Houston, Jr. 
For C. 8. THomaAs. 
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REpoRT OF ACTIVITIES 


The following programs and related activities were conducted by the Depart- 
ment of Defense (DOD) during the period September 1, 1952, through August 31, 
1953, under authority of the Defense Production Act of 1950, as amended; 

Priorities and allocations 
Loans and amortization: 
(a) Certificates of necessity 
(6) Guaranteed loans 
(c) Direct Government loans (RFC) 
(d) Utilization and improvement of existing production capacity 
Certification of critical defense housing areas 
Industry advisory committees 
Industry integration committees 
Small business 


PRIORITIES AND ALLOCATIONS 


{uthority.—Title I of the Defense Production Act of 1950, as amended, and 
Delegation 1, issued by the NPA under Executive Orders 10161 and 10200 (super- 
seded by Executive Order 10480), provide the authority for DOD participation 
in the priorities and allocations program, in conformance with NPA orders and 
regulations. The Secretary of Defense, under Directive 4405.6, January 15, 
1953, has delegated authority to the Assistant Secretary of Defense (Supply 
and Logistics) and operational authority has been redelegated to the depart- 
ments and associated agencies. 

Summary of activities—The Office of the Assistant Secretary of Defense 
(Supply and Logistics) represents the DOD in negotiation with the civilian- 
control agencies (ODM and NPA) and cooperates with those agencies in the 
preparation and implementation of policies and procedures covering require- 
ments, production, and distribution matters, including priorities and allocations 
programs. 

Supply and Logistics activities as claimant agency for the DOD and associated 
agencies include: (1) Issuing requirements calls; (2) reviewing and consoli- 
dating the requirements for submission to ODM; (3) supporting the require- 
ments before committees of ODM when required; (4) receiving and distributing 
materials allocations; (5) preparing appeals for additional materials; (6) 
arranging for transfers, adjustments, and returns of materials. 

Priorities and allocations functions include: (1) Redelegation of authority 
to the military departments and associated agencies; (2) issuing policies and 
procedures to govern the use of this authority, and simplifying them as oppor- 
tunity rises: (3) designating relative military urgencies for guidance; (4) 
resolving conflicts within DOD; (5) maintaining controlled materials accounting 
controls. 

Departmental activities under the reference authority include: (1) Assign- 
ng DO preference ratings to military contracts or orders; (2) authorizing 
production schedules and making allotments of controlled materials; (3) ad- 
ministering special distribution controls; (4) obtaining priorities assistance for 
individual DOD contractors who are experiencing difficulty; (5) auditing DOD 
military establishments and selected contractors for compliance with instruc 


ions and regulations; (6) utilizing emergency procedures to recover production 


lost as a result of work stoppages; and (7) collaborating in simplification of 
procedures 
Pro m effectiveness.—The priorities and allocations program has been gen- 


erally effective in establishing and maintaining preferential treatment and ade- 
quate allocations for military orders. (1) Production reserves (set-asides) were 
established for the acceptance of controlled materials orders. (2) The DOD 
l'riorities and Allocations Manual was broadened and maintained up to date. 
(3) The controlled materials plan was narrowed to a defense materials system 
covering only military and AEC rated orders. (4) Recovery of military produc- 
tion following the steel industry work stoppage was accomplished smoothly. 
(5) Aceeptance of ammunition cup and disk orders on the brass mills was ex- 
pedited. (6) An alphabetical and numerical preference list was maintained to 
assist industry and Government in scheduling orders for machine tools for 
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military needs. (7) Priorities support was extended to cover materials for 
MRO and for installation of production equipment. (8) The DOD master urgency 
list was revised to provide continuing guidance. (9) Work with civilian agencies 
to simplify priorities and allocations procedures, and to adapt them for use 
under full mobilization, was continued 

During the period covered by this report, 7,383 cases were processed request 
ing special assistance to obtain materials, components, end items, production 
equipment, and electronics to fulfill military contracts, as compared to 9,718 
in the preceding year. 

Current need.—A simplified program, adequate to secure aeceptance and prefer 
ence for defense orders of United States and friendly foreign countries and 
adaptable for use in early stages of full mobilization, should be maintained 

Future objectives and major problems.—The future objective is to develop along 
with ODM a simpler system, consistent with national policy, which will insure 
industrial support of military programs in the event of full mobilization. The 
major problem is in the area of interagency collaboration to meet this objective. 

Changes in organization.—Pursuant to Presidential Reorganization Plan No 
6, the Secretary of Defense established the position of Assistant Secretary of 
Defense (Supply and Logistics) and delegated to him all priorities and alloca- 
tions responsibilities which were formerly assigned to the Chairman of the 
Munitions Board. 

LOANS AND AMORTIZATION 


(a) Certificates of necessity 

Authority.—Under Executive Order 10200 (superseded by Executive Order 
10480) and section 124A of the Internal Revenue Code and title III of the De 
fense Production Act, as amended, the DOD participates in the tax amortiza- 
tion program by commenting on applications for certificates of necessity to 
expand industrial capacity. 

Summary of activities —The numbers of applications for certificates of neces 
sity handled within the DOD were: By Army, 283; by Navy, 204: by Air Force, 
332; and by OASD (S. and L.), 1,122. 

Program ¢ ffe CTIVENESS The granting of certificates of necessity for tax amorti 
zation has been a valuable method of obtaining industrial support of military 
requirements. 

Changes in organization.—Pursuant to Presidential Reorganization Plan No 
6, the Secretary of Defense established the position of Assistant Secretary of 
Defense (Supply and Logistics) and delegated to him all responsibilities relat 
ing to certificates of necessity which were formerly assigned to the Chairman 
of the Munitions Board. 


(b) Guaranteed loans 


1uthority.—The participation of DOD in the guaranteed loans program stems 
from title III, section 301, of the Defense Production Act of 1950. as amended, 
and authority delegated to the military departments by Executive Order 10161 
(superseded by Executive Order 10480). 


Summary of activities 


Number 

on \ ount of 

Tot 

otal guaranty 
Applications pending as of Aug. 31, 1952 30 | $27, 442, 000 $22, 962, 450 
Applications received Sept. 1, 1952, through Aug. 31, 1953 187 266, 522, 596 234, 598, 536 

iit ee pie as ee Bon C os 217 293, 964, 596 257. 560, 986 

Approved 159 269, 642, 000 234, 929, 650 
Denied (disapproved, ineligible, ete.) 49 19, 927, 000 18, 672, 800 


Pending as of Aug. 31, 1953 inaebintd 9 4, 395, 506 3, 958, 536 


Total s > 2 217 | 293. 964, 596 
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Vumber 
Size of loans authorized 
$10,000 and under ‘ es 2 
$10,001 to $25,000 _ ints > 
$25,001 to S50.000 
$50,001 to $100,000 
$100,001 to S300,000 
S300,001L to S500 000 
$500,001 to $1,000,000 
$1,000,001 to $2,500,000 a 
$2,500,001 to $5,000,000 
$5,000,001 to $10,000,000 : an 
$10,000,001 to $15,000,000 ane. 2 
Total e ‘ . - 159 


Program effectiveness and current need.—The guaranteed loans program pro- 
vides required working capital for the performance of defense contracts and its 
continuation is considered essential for this purpose, although the extent of 
the need is declining. 


(c) Direct Government loans (RFC) 


luthority.—The DOD, upon request of ODM or the delegate agencies, com- 
ments on applications for direct Government loans (RFC) as provided for in 
title III, section 302, of the Defense Production Act of 1950, as amended, and 
Executive Order 10200 (superseded by Executive Order 10480). 

Summary of activities —The numbers of applications for direct Government 
loans handled within the DOD were: By Army (11), $2,866,000; by Navy (21), 
$76,648,000; by Air Force (18), $35,551,010; and by OASD (S. and L.) (17), 
$50,049,363 

Program effectiveness and current need.—These loans provide an incentive, 
beyond rapid tax amortization, to essential industrial expansion by those mem- 
bers of private industry who are unable to obtain the necessary financing from 
other than Government sources, 

Changes in organization Pursuant to Presidential Reorganization Plan No. 
6, the Secretary of Defense established the position of Assistant Secretary of 
Defense (Supply and Logistics) and delegated to him all responsibilities relat- 
ing to direct Government loans which were formerly assigned to the Chairman 
of the Muntions Board. 


(d) Utilization and improvement of existing production capacity 


{uthority.—DOD activities related to title III of the Defense Production Act 
of 1950, as amended, also included development and use of methods and pro- 
cedures to utilize and improve existing production capacity rather than to 
expand it. 

Summary of activities.—These activities involved: (1) Notifying NPA of the 
machine-tool requirements so that their planning for production would reflect 
military needs; (2) participating with NPA in obtaining production equipment 
by directive and diversion to eliminate bottlenecks of high urgency military 
programs; (3) requesting funds for procurement of machine tools which would 
be required in future emergencies; (4) continuing review of pool ordering and 
consideration of the possibility of reducing it; and (5) conserving materials by 
substituting less critical materials, and standardization of types, design, pro- 
duction, use, testing, and packaging. 

Program ejfectiveness and current need.—This program has been of assistance 
to the military departments in making recommendations for industry expansion 
and making available equipment required for urgent military programs. The 
plans, policies, and directives covering production equipment issued in compli- 
ance with the Defense Production Act of 1950, as amended, have been of such 
a nature that they do not conflict with normal operation of the manufacturers 
and will be put into effect only when required by unusual DOD needs. 

Changes in organizations.—Pursuant to Presidential Reorganization Plan No. 
6, the Secretary of Defense established the position of Assistant Secretary of 
Defense (Supply and Logistics) and delegated to him all responsibilities relating 
to utilization and improvement of existing production capacity which were for- 
merly assigned to the Chairman of the Munitions Board 
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CERTIFICATION OF CRITICAL DEFENSE HOUSING AREAS 


Authority—The authority for the Secretary of Defense and the Director of 
Defense Mobilization to certify jointly critical defense housing areas for com 
prehensive Federal rent controls was first established in title II, section 203, of 
Public Law 96 (S2d Cong., Ist sess.), which umended and extended the Defense 
Production Act of 1950 and the Housing and Rent Act of 1947, as amended. This 
authority was continued to April 30, 1953, by Public Law 429 (S2d Cong., 24 sess.) 
and was again extended 1 year by Publie Law 28 (83d Cong.). 

Public Law 429 authorized the Director of Defense Mobilization to appoint a 
Defense Areas Advisory Committee composed of representatives of the Depart- 
ment of Defense, the Housing and Home Finance Agency, and the Office of Rent 
Stabilization. Acting under delegation from the Secretary of Defense and under 
Defense Mobilization Orders Nos. 12 and 20 (amended), the Armed Forces 
Housing Agency represented the DOD on this committee and participated in 
the determination of critical defense housing areas under the provisions of the 
Housing and Rent Act of 1953 and the Defense Housing and Community Facili- 
ties Act of 1951. 

Summary of activities —From September 1, 1952, to August 31, 1953, the 
committee docketed approximately 50 new areas for consideration and recom- 
mended rent stabilization for 30 areas (11 military and 19 industrial). During 
this period the committee also reviewed, from time to time, housing and rent 
conditions in all certified areas. This review resulted in decertification of 18 
areas, while rent controls were removed in 13 additional areas by decontrol 
actions authorized by law. 

Under the requirements of Public Law 23 as implemented by Executive Order 
10456, 983 military areas under rent control in May 1953 were reexamined to de- 
termine whether new criteria for certification were met. Based upon special 
reports submitted by the military departments, the Armed Forces Housing 
Agency recommended to the committee that rent controls be continued beyond 
July 31, 1953, in 40 areas and discontinued in 63 areas. The committee approved 
continuation in 25 of the 40 military areas and in 2 AEC areas. 

Program effectiveness.—The effectiveness of rent control under Public Law 23 
cannot be determined currently because only limited control is provided. Due to 
a reduction in Federal funds available for administration, rent-control programs 
must be conducted largely on a voluntary basis. Moreover, of the 40 military 
areas recommended for continuation, only 25 were approved and, among these, 11 
have already been completely decontrolled by the administering agency 

Current need.—The fact that the military departments did not ask for 
continuation of rent controls in 53 of 93 areas is evidence of diminishing 
need, and requests for extension of controls in 40 areas indicate that critical 
conditions continue to exist at certain military installations. However, due 
to a deemphasis on federally administered controls, the paucity of funds for 
implementation and the high rate of decontrol actions, it is impossible to 
meet the existing need for rent controls in military areas 

Changes in organization.—Pursuant to Presidential Reorganization Plan 
No. 6, the Secretary of Defense established the position of Assistant Secre- 
tary of Defense (Properties and Installations). DOD Directive 5131.1 cated 
August 13, 1953, outlined the responsibilities of the Assistant Secretary, 
and included those responsibilities assigned to the former Director of In- 
stallations and the former Armed Forces Housing Agency 


INDUSTRY ADVISORY COMMITTEES 


Authority—Those DOD industry advisory groups that functioned under 
the former Munitions Board until June 30, 1953, when the functions and 
responsibilities were transferred to the Assistant Secretary of Defense (Sup- 
ply and | ogistics), were established pursuant to specific statutory authority 
such as the National Security Act, the Strategic and Critical Materials Stock- 
piling Act, and the National Industrial Reserve Act. DOD procedures govern- 
ing the operation of industry advisory committees still comply with the prin- 
ciples promulgated by the Attorney General pursuant to section 701, title VII, 
of the Defense Production Act, which applies to the operation of all Govern- 
ment industry advisory committees. 

Summary of activities—Under the present sponsorship of the Office of the 
Assistant Secretary of Defense (Supply and Logistics), 340 industry represent- 
atives are serving on. 10 industry advisory committees and 20 subcommittees, 
Since the previous reporting period, one main committee was dissolved, and one 
was transferred to the OSD Office of Domestic Security Programs, in aceord- 
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ance with changes in functional responsibility resulting from the President’s 
Reorganization Plan No. 6. Nine subcommittees were dissolved by the former 
Munitions Board and five new ones were established. 

The DOD, NPA, and ODM jointly developed a program which will enable the 
three agencies to measure the need for expanded facilities within component 
industries in terms of type, size, shape, and precision of the components to be 
produced for mobilization. The NPA is establishing industry task groups for 
approximately 30 component product codes, and similarly the DOD has estab- 
lishe ilitary working groups for these same fields. 

Program effectiveness and current need.—The practice of inviting NPA rep- 
resentatives to attend committee meetings, when the subject matter slated for 
discussion is of particular interest to that agency, has continved. Through its 
close liaison with NPA, which has established a considerable number of indus- 
try advisory groups, the OASD (S. and L.) has been able to get needed advice 
from the industry groups now assisting those agencies. Mutual cooperation in 
this area between the two agencies has brought to each the benefit of the advice 
and recommendations of their respective industry advisory groups. 





INDUSTRY INTEGRATION COMMITTEES 


tuthority and summary of activities Pursuant to the voluntary-agreements 
provisions contained in section 708, title VII, of the Defense Production Act, as 
amended, the Department of the Army has obtained, through ODM, the Attorney 
General's approval of plans and regulations for three new industry integration 
committees. One more committee is in process of being established. During 
the year the work of five Army integration committees was completed and they 
were accordingly dissolved, in keeping with Army policy of only utilizing them 
when justified. Twenty-three Army integration committees are now operating 
in the fields of electronics, ammunition, tank and automotive, artillery and small 
arms On many items the Army is procuring agency for other departments; 
therefore, the Navy, Air Force, and Marine Corps have participated through 
ison representatives. 
Program effectiveness and current need.—These integration committees have 
proved to be of inestimable value to the production and procurement prog 
of the Department of the Army in obtaining maximum production and efficiency, 
with minimum facility and time requirements. 





ims 


SMALL-BUSINESS ACTIVITIES 


{uthority—To meet the requirements of the Defense Production Act relating 
to small business, the DOD cooperated with the Small Defense Plants Adminis- 
tration in developing interagency methods. 

Summary of activities.—The DOD developed a reporting system to reflect mili- 
tary procurements potentially suitable for small business and the percentage of 
that potential actually awarded to small business. During fiscal year 1953, 21.7 
percent of all prime contracts by dollar value was determined to be suitable for 
prime contracting by small business. Of the $6.2 billion considered suitable, 
small business actually received 74.2 percent ($4.6 billion) in awards. 

The following table is broken down by military departments to show procure- 
ment suitable for small business, and the portion awarded to small business: 


Fiscal year 1953 


{Millions of dollars] 


Navy Air Force 
| 


Iter Total 


571 | $7,077 | $7 





Total procurement from business ! $28 | $7, 283 $14, 211 
Suitable for small busines $6,206 | $3, 52 $1, 844 $837 
Percent suitabk 21.7 | 49.8 25. 3 5.9 

Awarded to small business $4, 607 $2, 583 $1, 415 $609 
Percent of total 16. 1 3f 5 | 19.4 4.3 
Percent of total suitable 74.2 73.3 76.7 72.7 


Includes Armed Services Petroleum Purchasing Agency purchases, 


A summary of awards of contracts of $10,000 or more by procurement programs 
for the first 6 months of this fiscal year indicated that small-business firms 
received 53 percent of the military prime contracts for food, and 52 percent of 
the construction contracts, Other programs in which the small-business per- 
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centages were relatively high included construction equipment 43 percent, textiles 
41 percent, building supplies 38 percent, photographic equipment 36 percent, and 
medical supplies 35 percent. 

At the other end of the scale there were aircraft engines with 0.3 percent 
awarded to small business; and airframes, including components and spares, with 
somewhat less than 1 percent. Other procurement programs in which the ratio 
to total contracts was necessarily low were guided missiles 2 percent, production 
equipment 9 percent, and miscellaneous aircraft equipment and ammunition pro 
grams each with approximately 10 percent awarded to small business 

These data again illustrate the fact that the small-business percentage, related 
to the total dollars expeded, depends mainly on the type of commodity being 
procured. When procurement of soft goods and easy-to-make items is a large 
part of the monthly total, the small-business percentage will be high. In months 
when aircraft, tanks, trucks, or heavy items are purchased in large volume, the 
small-business percentage will be relatively low. 

Program effectiveness and current needs—The DOD continued to emphasize 
with significant results the role of small business in ifs procurement program, 
notwithstanding the fact that the bulk of procurement funds expended during 
fiscal year 1953 were for major complex items not susceptible of production by 
small business. It is interesting to note that the Department of the Air Force 
spent approximately 50 percent of all procurement by the DOD, of which only 
5.9 percent was suitable for small business. 

Changes in organization.—Pursuant to Presidential Reorganization Plan No. 6, 
the Secretary of Defense established the position of Assistant Secretary of 
Defense (Supply and Logistics) and delegated to him all small-business responsi- 
bilities which were formerly assigned to the Chairman of the Munitions Board. 








RECONSTRUCTION FINANCE CORPORATION 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C., September 18, 1953. 
Hon. Homer EE, CAPEHART, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Drar SENATOR CAPEHART: Further reference is made to your letter dated 
August 7, 1953, requesting a summary of operations of this Corporation under 
the Defense Production Act for the past year. 

The information submitted herewith supplements our report of September 23, 
1952, and is in two parts: the first relates to RFC’s lending operations and the 
second covers our production and purchasing activities. If you wish any addi- 
tional information please do not hesitate to call on us. 

Sincerely, 
K. R. CrAvENS, Administrator. 


Part I—RFC LEenp1in@ ACTIVITIES 
(Supplement to report dated September 23, 1952) 


1. The Reconstruction Finance Corporation is still the agency designated to 
make and administer all loans under section 302 of the Defense Production Act 
of 1950, as amended. RFC has also made many loans important to the national 
defense under the general lending powers granted by section 4 (a) of the RFC 
Act, as amended. In addition, special defense loans have been made under section 
409 of the Federal Civil Defense Act. RFC lending activity during fiscal year 
1958 emphasized financial aid to producers of goods and services needed in the 
defense effort. 

The Reconstruction Finance Corporation Liquidation Act (Public Law 163, 
83d Cong., approved July 30, 1953) provides for the expiration of RFC’s succession 
on June 30, 1954, and directs the transfer within 60 days after its enactment of 
RFC’s functions under the Defense Production Act of 1950, as amended. Accord- 
ingly, an amendment is now in process to Executive Order 10480, dated August 
14, 1953, which presently designates RFC to make loans under section 302 of 
the Defense Production Act of 1950, as amended. Pursuant to express provision 
of section 102 (b) of the Reconstruction Finance Corporation Liquidation Act, 
the lending powers under the RFC Act, as amended, will terminate on Septem- 
ber 28, 1953, and section 104 of the Reconstruction Finance Corporation Liquida- 
tion Act provides for the transfer of the lending authority under section 409 of the 
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Federal Civil Defense Act of 1950 to the Secretary of the Treasury, effective 
September 28, 1953. 

2. Executive Order No. 10161, dated September 9, 1950, as amended by Executive 
Order No. 10281, dated August 28, 1951, designated RFC to exercise the lending 
powers granted by section 302 of the Defense Production Act of 1950, as amended. 
Recently this order was superseded by Executive Order No. 10480, section 310 of 
which authorizes RFC to exercise such lending powers. In addition, RFC was 
expressly authorized by section 714 (i) of the Defense Production Act of 1950, 
as amended, to make loans to small-business concerns upon recommendation of 
the Small Defense Plants Administration. This authority expired on July 31, 
1953. 

3 and 4. RFC has had responsibility for all financial aspects of loans made 
under sections 302 and 714 of the Defense Production Act of 1950, as amended. 
Except in the case of working capital loans (involving not more than minor 
expansion of capacity which is incidental to a loan for working capital), loans 
are made by the Corporation only upon a certificate of essentiality of the loan 
issued by the Secretary of Agriculture, or the Secretary of the Interior with 
respect to food, food facilities, fishery commodities or products, and by the 
Director of Defense Mobilization or the Defense Materials Procurement Admin- 
istrator with respect to all other materials and facilities. Loans were made by 
the Corporation to small businesses under section 714 (i) of the Defense Pro- 
duction Act upon the recommendation of the Small Defense Plants Adminis- 
tration, 

Letters of understanding have been received from the Defense Production 
Administration, the Department of Agriculture, the Small Defense Plants Ad- 
ministration, and the Department of Labor formally recognizing and expressing 
the cooperative relationship existing with the RFC and indicating the effectiveness 
of the program which is fulfilling the purposes of the Defense Production Act. 

5, 8, and 9. In view of the fact that this Corporation is directing its efforts 
toward liquidating and winding up its affairs, we feel that comments regarding 
these items should be furnished by the agencies which are about to assume 
administration of the programs. 

6. Insofar as small business is concerned, RFC’s lending activities made it 
possible for small firms to participate in the defense preparedness program which 
otherwise would have been unable to do so because of their inability to obtain 
financing from private sources. The products and services of such small concerns 
entered directly and indirectly into military use or were defense-supporting and 
many products and services provided by small concerns which could not have 
participated in the defense production program without RFC assistance were 
vitally needed at the time the firms applied to RFC for financing. The loan 
authorizations made by REC for national defense purposes were predominantly 
to small-business concerns. 

Concurrent with the defense production program, there occurred the need to 
maintain and increase, both on a national and local level, defense-supporting and 
essential civilian activities. Financing which was not obtainable elsewhere was 
required by a number of small firms whose services and production were related 
to the food, clothing, and shelter needs of the civilian population, to transporta- 
tion and communication, and other civilian facilities necessary to support the 
defense effort. Here again the authorizations were preponderantly to small- 
business concerns. 

10. There were no reorganization plans directly affecting RFC during fiscal 
1953. 

11. Within the statutory requirements imposed by the Defense Production Act 
and in accordance with the mandate of Congress, RFC made every effort to 
expedite the handling of loan applications for national defense purposes. The 
procedure described in items 3 and 4 above enabled the Government to centralize 
in one agency, the RFC, its program to provide financial assistance in connection 
with the national defense program, The resulting integration of the various 
lending authorities had the advantage of maximum efficiency in processing ap- 
plications, as well as economy in operating expense, 

Parr II—RFC Drrense PropucTion AND PURCHASING ACTIVITIES 
(Supplement to report dated September 23, 1952) 


riN 


RIC still administers the Government's tin program under the act approved 
June 28, 1947 (Public Law 125), as amended by the act approved August 21, 1950 
(Vublic Law 723). At the beginning of 1952 RFC stocks of tin were practically 
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depleted, RFC was still the sole importer into the United States, and the na- 
tional stockpile had a very large unfilled requirement. The intergovernmental 
agreement to purchase 20,000 tons of tin in one year from the United Kingdom 
broke the purchase stalemate which had existed, and the United States policy 
then was to purchase all tin available. Two-year contracts for both metal and 
concentrates Were entered into with Indonesia and the Belgian Congo. Shorter 
term contracts were made with many suppliers. 

Because of the long-term contracts and the purchases of concentrates for 
the smelter, it was obvious that RFC would remain a major factor in tin until 
early in 1954. Accordingly, to reach a position which would permit a safe re- 
turn of private importation, it was necessary that RFC have sufficient tin to 
assure fulfillment of the national stockpile and to protect industry from a pos 
sible shortage with accompanying high prices. This position was achieved and 
private importation was renewed on August 1, 1952, following the necessary 
decontrol action by DPA. RFC has made no new purchase of metal since that 
date and new purchases of concentrates have been curtailed. However, because 
of the political and economic disturbances in Bolivia, a contract for the pur 
chase of 6,000 tons of tin in concentrates was made in September 1952, followed 
by another for 5,000 tons in January 1953. A further contract for 10,000 tons 
is currently being entered into. 

The REC selling price of $1.214% per pound, based on the United Kingdom 
purchase, served to stabilize the world price, and tin remained at practically 
that level from January 1952 through March 1953. At times the world price 
exerted pressure on the price and apparently would have gone higher except for 
the RFC fixed price and large reserves. 

It was known that the United States stockpile purchases have encouraged 
industry to reach a production level considerably higher than industrial con- 
sumption. Late in March 1953, the United States delegation to the Tin Study 
Group meeting in London announced that the completion of the American stock- 
pile was in sight, and that no additional purchases would be made for this 
purpose, The knowledge of overproduction in the future caused a weakening 
of the world market. Within a week announcements were made that the 
truce conference in Korea seemed likely to end hostilities. The force of the two 
announcements adversely affected the tin market, and the price of tin began a 
rapid decline, 

At present the price of tin is fluctuating around 80 cents per pound and indus- 
try is apparently meeting all its requirements by its own importation, as RFC has 
not been called upon to make industrial sales since April 1, 1953. 


ABACA 


RFC still administers the Government's abaca program. Very early in fiscal 
1953 RFC asked that a review of the entire program be made to determine 
whether strategic considerations still require the maximum acreage authorized 
by the act. This request Was made in September 1952, with the thought that 
such a review should be made before undertaking actual development of any 
new acreage over and above that required to compensate for the abandonment 
of uneconomic acreage from the original installations. On the basis of RFC’s 
request, the President ordered the acreage goal reduced to 40,000 but soon there- 
after the President deferred all expansion other than that to which the RFC was 
committed until a complete review of the program could be undertaken. The 
conclusion reached by those conducting the latter review was that the acreage 
could be held to the levels then in cultivation or in process of development- 
ment (approximately 25,500 acres), as a result of such factors as (a) gains in 
the Government stockpile, (b) increased yield of abaca fiber from the existing 
RFC plantations, (c) substitutes for abaca considered in a previous review, and 
(d) possibility of expansion of land already surveyed should increased produe- 
tion become necessary. On the basis of these conclusions the President, on 
April 10, 1953, directed the RFC: 

(1) To restrict the area of abaca under cultivation to 25,500 acres after 
allowing for expansions and abandonments needed to achieve maximum 
operating efficiency ; 

(2) To prepare a report within 2 years on the profitability of the small 
abaca operation in Panama and on whether adjustments in the acreage are 
needed at that time; 

(3) To continue efforts to reduce costs of production and processing by 
increasing the yield of abaca and recovery of fiber and by seeking economic 
uses for byproduct materials. 

During the fiscal year ended June 30, 1953, abaca production amounted to 
34,074,850 pounds at a total cost of $7,592,971. During the year 33,589,400 pounds 
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of fiber were sold and delivered at a total price of $7,360,893. Although on an 
accrual basis operations for the year resulted in a net loss of $232,078, exclusion 
of certain unusual charges, such as expenditures resulting from a fire at one 
of the plantations and the writeotf of certain survey charges incurred in prior 
years, would alter the final result to a profit of $296,757. The loss of $232,078 
also takes into consideration a noncash charge amounting to $794,808 for deprecia- 
tion on facilities used in operations. 


SYNTHETIC RUBBER 


Vital to the national defense program but conducted under authority other 
than the Defense Production Act of 1950, as amended (viz, the Rubber Act of 
1948, as amended), is the Government’s synthetic-rubber program. RFC is still 
administering this program. 

Public Law 205, 838d Congress, approved August 7, 1953, creates a Rubber 
Producing Facilities Disposal Commission for the purpose of disposing of the 
Government-owned rubber producing facilities It is provided, however, that 
the synthetic-rubber program will continue until such time as disposal is effected. 


TRANSFER OF PROGRAMS 


Section 107 of the Reconstruction Finance Corporation Liquidation Act pro- 
vides that all of the RFC’s functions with respect to the abaca program, the 
tin program, and the synthetic-rubber program shall be transferred not later 
than June 30, 1954. 


LIST OF EXECUTIVE ORDERS 


Issued ler the authority of the Defense Production Act of 1950, as amended, in whole or in part, during 
the period beginning Oct. 1, 1951, and ending Sept. 30, 1953 
Ex Title of order Tats Ut endian Federal Regis- Date of Fed 
O ter ition eral Register 
Amendir Executive Order N 10161, as Nov 2, 1951 6 F. R. 11257_| Nov. 6, 1951 
mended, to provide for al embe 
fthe Wa St zatic Roard 
O8 | Impr I the 1eans for o I compl Der 1951 6 F. R. 12303 De 6, 1951 
wnce With the nondiscrimination provisions 
eral contra 
lransferring certain functions and delegat- | Feb, 5,1952 | 17 F. R.1145._| Feb. 6, 1952 
I ertain power the Small Defens¢ 
Pi Ad 
24 | Amending Executive Order No. 10161 of Sept. | Feb. 6,1952 | 17 F. R. 1171__| Feb. 7, 1952 
9, 1950, with respect to the definitions of 
“‘solid fuels’’ and ‘‘domestic transportation, 
torage, and port facilit 
Amending Executive Order No. 10161 June 9,1952 | 17 F. R. 5269._| June 11, 1952 
amended, with respect to certain plant 
fhe 
Delegating certain authority of the President | July 7,1952 | 17 F. R. 6141 July 9, 1952 
he Small Defense Plants Administrator 
10373 Amending Executive Order No. 10161 with July 14, 1952 7 F. R. 6425 July 16, 1952 
¢ t to real ate credit 
377 Providing for the mposition of the Wage July 25,1952 | 17 F. R. 6891 July 29, 1952 
Stabilization Board 
90 | Amending Executive Order No. 10161 of Sept Aug. 30, 1952 7 F. R. 7995 Sept. 4, 1952 
9 0, as amended, to provide for certain 
ilternate members of the Wage Stabilization 
I yard 
104 Further providing for the administration of | Fet 4, 1953 8 F. R. 761 Feb. 6,19533 





the Defense Production Act of 1950, as 





10434 Suse mn of wage and rv controls under Fet 6. 1953 18 F. R. 809 Feb. 10,1953 
I Defe Production Act of 1950, as 
{ Delegatir ind transferring certain functions June 17,1953 | 18 F. R. 3513 June 19, 1953 
ind affairs to the Office of Defer Mobiliza 
tion provided for in Reorganization Plan 
No of 19 
Further providing for the administration of | June 30,1953 | 18 F, R. 3777 July 2, 1953 
tl Defense Production Act of 1950, as 
ane led 
80 | Further providing for the administration of | Aug. 14,1953 | 18 F. R. 4939__| Aug. 20, 1953 
10489 Providing for the administration of certain Sept. 26,1953 | 18 F. R. 6201 Sept. 29, 1953 


loan and guaranty functions under the 
Defense Production Act of 1950, as amended 


RRR 
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THE DEFENSE PRODUCTION ACT OF 1950, AS IT EXISTS ON JULY 1, 1953, 
HAVING BEEN LAST AMENDED ON JUNE 30, 1953 


EXPLANATORY NOTE 

{Roman type is used to indicate text which was not changed by the Defense Production 
Act amendments of 1953. The 1953 amendments appear in italics. ] 

(The Defense Production Act of 1950 was amended by the Congress on July 31, 
1951, Public Law 96, 82d Cong., and on June 30, 1952, by Public Law 429, 82d 
Cong., and on June 30, 1953, by Public Laws 94 and 95, 88d Cong. The purpose 
of this compilation is to show the Defense Production Act as it exists on July 1, 
1953 and to identify the material added by the June 30, 1953 amendn ents.’ De 
letions made by the 1953 amendments have not been shown. In later pages 
of this report will be found the original act as amended through June 30, 1952, 
showing the particular amendments for the years 1951 and 1952.) 





AN ACT 
To establish a system of priorities and allocations for rials and facilities, authorize 
the requisition thereof, provide financial assistance for expansion of productive capacity 
and supply, provide for price and wage stabilization, provide for the settlement of labor 
disputes, strengthen controls over credit, and by these measures facilitate the production 
of goods and services necessary for the national security, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950.” 


SEC, 2. DECLARATION OF POLICY 


In view of the present international situation and in order to provide for the 
national defense and national security our mobilization effort continues to require 
some diversion of certain materials and facilities from crilian use to military and 
related purposes. It also requires expansion of productive facilities beyond the 
levels needed to meet the cvilian demand. 


TITLE I—PRIORITIES AND ALLOCATIONS 
SEC. 101. PRIORITIES AND ALLOCATIONS 


Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which he 
deems necessary or appropriate to promote the national defense shall take prior- 
ity over performance under any other contractor order, and, for the purpose of 
assuring such priority, to require acceptance and performance of such contracts 
or orders in preference to other contracts or orders by any person he finds to be 
capable of their performance, and (2) to allocate materials and facilities in such 
manner, upon such conditions, and to such extent as he shall deem necessary or 
appropriate to promote the national defense. 

(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such material is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normat 
distribution of such material in the civilian murket to such a degree as to create 
appreciable hardship. 


SEC, 102. HOARDING AND ACCUMULATING 


In order to prevent hoarding, no person shall accumulate (1) in excess of the 
reasonable demands of business, personal, or home consumption, or (2) for the 
purpose of resale of prices in excess of prevailing market prices, materials which 
have been designated by the President as scarce materials or materials the supply 
of which would be threatened by such accumulation. The President shall order 
published in the Federal Register, and in such other manner as he may deem 
appropriate, every designation of materials the accumulation of which is unlaw- 





1 Section 104 of Title I (Import Controls), Title II (Authority to Requisition and Con- 
demn), and Title VI (Control of Real Estate Credit) of the Defense Production Act of 
1950, as amended, expired on June 30, 1953 Section 714 of the Defense Production Act, 
as amended (Small Defense Plants Administration), terminated on July 31, 1953. Titles 
IV (Price and Wage Stabilization) and V (Settlement of Labor Disputes) terminated on 
April 30, 1953. 
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ful and any withdrawal of such designation. In making such designations, the 
President may prescribe such conditions with respect to the accumulation of 
materials in excess of the reasonable demands of business, personal, or home 
consumption as he deems necessary to carry out the objectives of this Act. This 
section shall not be construed to limit the authority contained in sections 101 and 
704 of this Act. 

SEC. 103. WILLFUL VIOLATION 


Any person who willfully performs any act prohibited, or willfully fails to 
perform any act required, by the provisions of this title or any rule, regulation, 
or order thereunder, shall, upon conviction, be fined not more than $10,000 or 
imprisoned for not more than one year, or both. 


TITLE IlI—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 
SEC. 301, FINANCING THE EXPANSION 


(a) In order to expedite production and deliveries or services under Govern- 
ment contracts, the President may authorize, subject to such regulations as he 
may prescribe, the Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), 
without regard to provisions of law relating to the making, performance, amend- 
ment, or modification of contracts, to guarantee in whole or in part any public 
or private financing institution (including any Federal Reserve bank), by com- 
mitment to purchase, agreement to share losses, or otherwise, against loss of 
principal or interest or any loan, discount, advance, or on any commitinent in 
connection therewith, which may be made by such financing institution for the 
purpose of financing any contractor, subeontractor, or other person in connec- 
tion with the performance of any contract or other operation deemed by the 
guaranteeing agency to be necessary to expedite production and deliveries or 
services under Government contracts for the procurement of materials or the 
performance of services for the national defense, or for the purpose of financing 
any contractor, subcontractor, or other person in connection with or in contem- 
plation of the termination, in the interest of the United States, of any contract 
made for the national defense; but no small-business concern (as defined in sec- 
tion 714 (a) (1) of thts Act) shall be held ineligible for the issuance of such 
a guaranty by reason of alternative sources of supply. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as may 
be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shail 
have any responsibility or accountability except as agent in taking any action 
pursuant to or under authority of the provisions of this section. Each such fiscal 
agent shall be reimbursed by each guaranteeing agency for all expenses and losses 
incurred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision 
of law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitments fees, and other Charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar 
anteeing agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent prac 
ticable) to be utilized in connection with such guarantees. 

(d) Bach guaranteeing agency is hereby authorized to use for the purposes 
of this section any funds which have heretofore been appropriated or allocated 
or which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 
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SEC. 302. LOANS TO PRIVATE ENTERPRISI 


To expedite production and deliveries or services to aid in carrying out Gov- 
ernment contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of 
strategic and critical metals and minerals, and manufacture of newsprint. Such 
loans may be made without regard to the limitations of existing law and on 
such terms and conditions as the President deems necessary, except that financial 
assistance may be extended only to the extent that it is not otherwise available 
on reasonable terms. 


SEC. 303. PURCHASES AND COMMITMENTS TO PURCHASE 


(a) To assist in carrying out the objectives of this Act, the President may 
make provision (1) for purchases of or commitments to purchase metals, min- 
erals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategie 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not inelude that part of the supply of an agricultural Commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
107 of Public Law 439. Eighty-first Congress: Provided further, however, That 
no purchase or commitment to purchase any imported agricultural commodity 
shall be made calling for delivery more than one year after the expiration of this 
Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond 
June 30, 1963, as the President deems necessary, except that purchases or com- 
mitments to purchase involving higher than established ceiling prices (or if there 
be no established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the 
materials could not be effectively increased at lower prices or on terms more 
favorable to the Government, or that such purchases are necessary to assure the 
availability to the United States of overseas supplies 

(c) If the President finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 
he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, 
as he determines to be necessary to insure that supplies from such high-cost 
sources are continued, or that maximum production or supply in such area at 
stable prices of such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 
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(e) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 

(f) Notwithstanding any other provision of law to the contrary, metals, 
minerals, and materials acquired pursuant to the provisions of this section which, 
in the judgment of the President, are excess to the needs of programs under this 
ict, shall be transferred to the national stockpile established pursuant to the 
Act of June 7, 1989, as amended (50 U.S. C. 98-98h), when the President deems 
such action to be in the public interest. 

Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such Act of June 7, 1939, 


as amended, ercept that costs incident to such transfer other than acquisition 
cost shall be paid or reimbursed from such funds, and the acqitisition costs of 
such mie Pads, mineral, and materials transferred shall he de med to he net lOSS€8 
LL ed bu the transferrina agency and the noges pa able issued to the Seeretary 
of the Treasury representing the amounts thereof shall be canceled. Upon the 
cancellation of any such notes the aggregate amount of borrowing which may 


he outstanding at any one time under section 804 (h) of this Act, as amended, 
shall be reduced in an amount equal to the amount of any notes so cancelled. 


SEC. 304. NEW AGENCIES; AUTHORITY TO BORROW 


(2) For the purposes of sections 302 and 303, the President is hereby author- 
ized to utilize such existing departments, agencies, officials, or corporations of 
the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agency created under this section, and any department, agency, offi- 
cial, or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 803: Provided, That the amount borrowed under the provisions of this sec- 
tion by all such borrowers shall not exceed an aggregate of $2,100,000,000 out- 
standing at any one time: Provided further, That when any contract, agreement, 
loan, or other transaction heretofore or bereafter entered into pursuant to section 
302 or 303 imposes contingent liability upon the United States, such liability 
shall be considered for the purposes of sections 3670 and 3732 of the Revised 
Statutes, as amended, as an obligation only to the extent of the probable ultimate 
net cost to the United States under such transaction; and the President shall 
submit a report to the Congress not less often than once each quarter setting 
forth the “ross amount of each such transaction entered into by any agency of 
the United States Government under this authority and the basis for determining 
the probable ultimate net cost to the United States thereunder. For the purpose 
of borrowing as authorized by this subsection, the borrower may issue to the 
Secretary of the Treasury its notes, debentures, bonds, or other obligations to be 
redeemable at its option before maturity in such manner as may be stipulated 
in such obligations. Such obligations shall bear interest at a rate determined by 
the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last 
day of the month preceding the issuance of the obligations. The Secretary of 
the Treasury is authorized and directed to purchase such obligations and for 
such purpose the Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended, and the purposes for which securities may be 
issued under the Second Liberty Bond Act, as amended, are extended to include 
any purchases of obligations hereunder, 


TITLE VII—GENERAL PROVISIONS 
SEC. 701. ENCOURAGEMENT OF SMALL-BUSINESS ENTERPRISES 


(a) It is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the objectives 
of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, such 
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enterprises and concerning the activities of the various departments and 


agencies under this Act; 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry; 

(iii) in administering this Act, such exemptions shall be provided for 
small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 

(iv) in administering this Act, special provisions shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

(c) Whenever the President invokes the powers given him in this Act to allo- 
cate any material in the civilian market, he shall do so in such a manner as to 
make available, so far as practicable, for business, and various segments thereof in 
the normal channel of distribution of such material, a fair share of the arailabl 
civilin supply based, so far as practicable, on the share received by such busi- 
ness under normal conditions during a representative period following June 30, 
1953: Provided, however, That the President shall from time to time give effect 
to the then current competitive position of established businesses as measured 
over a reasonable period of time, except as the same may result from Gover 
ment controls under this or any other Act: Provided further, That the limita- 
tions and restrictions imposed on the production of specific items shall not ex- 
clude new concerns and newly acquired operations from a fair and reasonable 
share of total authorized production, and shall give due consideration to the 
needs of new concerns and newly acquired operations: Provided further, That 
if the President continues or reimposes allocation controls after June 30, 1953 
in the civilian market of any materials subject to such controls on July 1, 1958, 
he shall do so in the manner above provided but on the basis of the share re- 
ceived by such business during a representative period preceding June 24, 1950, 
adjusted to reflect, since such date, attained competitive position, the require- 
ments of new concerns and newly acquired operations. 


SEC. 702. DEFINITIONS 

As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, as- 
sociation, or any other organized group of persons, or legal successor or repre- 
sentative of the foregoing, and includes the United States or any agency thereof, 
or any other government, or any of its political subdivisions, or any agency of 
any of the foregoing: Provided, That no punishment provided by this Act shall 
apply to the United States, or to any such government, political subdivision, or 
government agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes 

(c) The word “facilities” shall not include farms, churches, or other places 
of worship, or private dwelling houses. 

(d) The term “national defense” means programs for military and atomic 
energy production or construction, military assistance to any foreign nation, 
stockpiling, and directly related activity. 

(e) The words “wages, salaries, and other compensation” shall inelude all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions to 
or payments of insurance or welfare benefits, employer contributions to a pen 
sion fund or annuity, payments in kind, and premium overtime payments, 


SEC. 703. DELEGATIONS; NEW AGENCIES 


(a) Except as otherwise specifically provided, the President may delegate 
any power or authority conferred upon him by this Act to any officer or agency 
of the Government, including any new agency or agencies (and the President is 
hereby authorized to create such new agencies, other than corporate agencies, 
as he deems necessary), and he may authorize such redelegations by that officer 
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or agency as the President may deem appropriate. The President is authorized 
to appoint heads and assistant heads of any such new agencies, and other offi- 
cials therein of comparable status, and to fix their compensation, without regard 
to the Classification Act of 1949, as amended, the head of one such agency to be 
paid at a rate comparable to the compensation paid to the heads of executive 
departments of the Government, and other such heads, assistant heads, and 
officials at rates comparable to the compensation paid to the heads and assistant 
heads of independent agencies of the Government. Any officer or agency may 
employ civilian personne! for duty in the United States, including the District of 
Columbia, or elsewhere, without regard to section 14 of the Federal Employees 
Pay Act of 1946 (60 Stat. 219), as the President deems necessary to carry out 
the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to ad- 
minister the authority conferred by title IV of this Act shall be appointed by 
the President, by and with the advice and consent of the Senate. There shall be 
included among the policy-making officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office whose governor requests such representation. 


SEC 704. ISSUANCE OF REGULATIONS 


The President may make such rules, regulations, and orders as he Ceems neces 
sury or appropriate to carry out the provisions of this Act. Any regulation or 
order under this Act may be established in such form and manner, mav contain 
such classifications and differentiations, and may provide for such adjustments 
and reasonable exceptions as in the judgment of the President are necessary 
or proper to effectuate the purposes of this Act, or to prevent circumvention or 
evasion, or to facilitate enforcement of this Act, or any rule, regulation, or order 
issued under this Act. No rule, regulation, or order issued under this Act which 
restricts the use of natural gas (either directly, or by restricting the use of facili- 
ties for the consumption of natural gas, or in any other manner) shall apply in 
any State in which a public regulatory agency has authority to restrict the use 
of natural gas and certifies to the President that it is exercising that authority 
to the extent necessary to accomplish the objectives of this Act. 


SEC. 705. OBTAINING INFORMATION 


(a) The President shall be entitled, while this Act is in effect and for a period 
of two years thereafter, by regulation, subpena, or otherwise, to obtain such in- 
formation from, require such reports and the keeping of such records by, make 
such inspection of the books, records, and other writings, premises or property 
of, and take the sworn testimony of, and administer oaths and affirmations to, 
any person as may be necessary or appropriate, in his discretion, to the enforce- 
ment or the administration of this Act and the regulations or orders issued there- 
under. The President shall issue regulations insuring that the authority of this 
subsection will be utilized only after the scope and purpose of the investigation, 
inspection, or inquiry to be made have heen defined by competent authority, and 
it is assured that no adequate and authoritative data are available from any 
Federal or other responsible agency. In case of contumacy by, or refusal to 
obey a subpena served upon, any person referred to in this subsection, the dis- 
trict court of the United States for any district in which such person is found 
or resides or transacts business, upon application by the President, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony 
or to appear and produce documents, or both; and any failure to obey such 
order of the court may be punished by such court as a contempt thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any trans- 
action, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, docu- 
mentary or otherwise, except that such natural person so testifying shall not 
be exempt from prosecution and punishment for perjury committed in so testify- 
ing: Provided, That the immunity granted herein from prosecution and punish- 
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ment and from any penalty or forfeiture shall not be construed to vest in any 
individual any right to priorities assistance, to the allocation of materials, or to 
any other benefit which is within the power of the President to grant under any 
provision of this Act. 

(c) The production of a person’s books, records, or other documentary evidence 
shall not be required at any place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula 
tion with the President as to the information contained in such books, records, 
or other documentary evidence. Witnesses shall be paid the same fees and mile- 
age that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) All information obtained by the Office of Price Stabilization under this 
section 705, as amended, and not made public prior to April 380, 1953, shall be 
deemed confidential and shall not be published or disclosed, either to the public 
or to another Federal agency except the Congress or any duly authorized com- 
mittee thereof, and except the Department of Justice for such use as it may 
deem necessary in the performance of its functions, unless the President de- 
termines that the withholding thereof is contrary to the interests of the national 
defense, and any person willfully violating this provision shall, upon conviction, 
be fined not more than $10,000 or imprisoned for not more than one year, or 
both. 

(1) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel. 


SEC. 706. INJUNCTIONS; VENUE; SERVICE OF PROCESS 


(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
Violation of any provision of this Act, he may make application to the appro- 
priate court for an order enjoining such acts or practices, or for an order en 
forcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with or 
without such injunction or restraining order, shall be granted without bond, 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any liability 
or duty created by, or to enjoin any violation of this Act or any rule, regulation, 
order, subpena thereunder. Any criminal proceeding on account of any such 
violation may be brought in any district in which any act, failure to act, or 
transaction constituting the violation occurred. Any such civil action may be 
brought in any such district or in the district in which the defendant resides or 
transacts business. Process in such eases, criminal or civil, may be served in 
any district wherein the defendant resides or transacts business or wherever 
the defendant may be found; the subpena for witnesses who are required to at- 
tend a court in any district in such case may run into any other district. The 
termination of the authority granted in any title or section of this Act, or of 
any rule, regulation, or order issued thereunder, shall not operate to defeat any 
suit, action, or prosecution, whether theretofore or thereafter commenced, with 
respect to any right, liability, or offense incurred or committed prior to the ter 
mination date of such title or of such rule, regulation, or order. No costs shall 
be assessed against the United States in any proceeding under this Act. All 
litigation arising under this Act or the regulations promulgated thereunder shall 
be under the supervision and control of the Attorney General. 


SEC. 707. EXCULPATORY PROVISION 

No person shall be held liable for damages or penalties for any act or failure 
to act resulting directly or indirectly from compliance with a rule, regulation, 
or order issued pursuant to this Act notwithstanding that any such rule, regula 
tion, or order shall thereafter be declared by judicial or other competent au 
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thority to be invalid. No person shall discriminate against orders or contracts to 
which priority is assigned or for which materials or facilities are allocated 
under title I of this Act or under any rule, regulation, or order issued there- 
under, by charging higher prices or by imposing different terms and conditions 
for such orders or contracts than for other generally comparable orders or 
contracts, or in any other manner. 


SEC. 708. VOLUNTARY AGREEMENTS 


(a) The President is authorized to consult with representatives of industry. 
business, financing, agriculture, labor, and other interests, with a view to en- 
couraging the making by such persons with the approval by the President of 
voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this Act 
is in effect, if requested by the President pursuant to a voluntary agreement or 
progam approved under subsection (a) and found by the President to be in the 
public interest as contributing to the national defense shall be construed to be 
within the prohibition of the antitrust laws or the Federal Trade Commission 
\ct of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
be furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 
publication thereof would, in the opinion of the President, endanger the national 
security 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless other- 


wise required to be so appointed, and (2) upon the condition that such officials 
consult with the Attorney General and with the Chairman of the Federal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (8) upon the condition that such officials obtain the approval of the 


\ttorney General to any request thereunder before making the request. For 
the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to : 
single ollicial of the Government. 

(ad) Upon withdrawal of any request or finding made hereunder the pro- 
visions of this section shall not apply to any subsequent act or omission to act 
by reason of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. The Attorney General shall 
submit to the Congress and the President within ninety days after the approval 
of this Act, and at such times thereafter as he deems desirable, reports setting 
forth the results of such surveys and including such recommendations as he 
may deem desirable. 

(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credit shall be 
approved or carried out under this section. 


SEC, 709, STATEMENTS OF CONSIDERATION 


The functions exercised under this Act shall be excluded from the operation 
ef the Administrative Procedures Act (60 Stat. 237) except as to the require- 
ments of section 8 thereof. Any rule, regulation, or order, or amendment thereto, 
issued under authority of this Act shall be accompanied by a statement that in 
the formulation thereof there has been consultation with industry representa- 
tives, including trade association representatives, and that consideration has 
been given to their recommendations, or that special circumstances have rendered 
such consultation impracticable or contrary to the interest of the national de- 
fense, but no such rule, regulation, or order shall be invalid by reason of any 
subsequent finding by judicial or other authority that such a statement is 
inaccurate. 

SEC. 710. SUPER GRADES ; CONSULTANTS ; SPECULATION 


(a) The President, to the extent he deems it necessary and appropriate in order 
to carry out the provisions of this Act, is authorized to place positions and employ 
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persons temporarily in grades 16, 17, and 18 of the General Schedule established 
by the Classification Act of 1949, and such positions shall be additional to the 
number authorized by section 505 of that Act. 

(b) The President is further authorized, to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Act, and subject to 
such regulations as he may issue, to employ persons of outstanding experience 
and ability without compensation; and he is authorized to provide by regulation 


for the exemption of such persons from the operation of sections 281, 283, 284, 


154, and 1914 of title 1S of the United States Code and section 190 of the Revised 
Statutes (5 U. S.C. 99). Persons appointed under the authority of this subsec 
tion may be allowed transportaion and not to exceed S15 per diem in lieu of sub 
sistence while away from their homes or regular places of business pursuant to 


such appointment. 

(c) The President is authorized, to the extent he deems it necessary and appro 
priate in order to carry out the provisions of this Act to employ experts and con- 
sultants or organizations thereof, as authorized by section 55a of title 5 of the 
United States Code. Individuals so employed may be compensated at rates not in 
excess of $50 per diem and while awi:'y from their homes or regular places of bus 
ness they may be allowed transportation and not to exceed $15 per diem in lieu of 
subsistence and other expenses while so employed. The President is authorized 
to provide by regulation for the exemption of such persons from the operation of 
sections 281, 283, 284, 484, and 1914 of title 18 of the United States Code and sec- 
tion 190 of the Revised Statutes (5 U.S. C. 99) 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as Inay from time to time be needed ; 
and he is authorized to provide by regulation for the exemption of persons whose 
services are utilized under this subsection from the operation of sections 281, 283, 
284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. S. C. 99). 

(e) Whoever, being an officer or employee of the United States or any depart 
ment or agency thereof (including any Member of the Senate or House of Repre 
sentatives), receives, by virtue of his office or employment, confidential informa- 
tion, and (1) uses such information in speculating directly or indirectly on any 
commodty exchange, or (2) discloses such information for the purpose of aiding 
any other person so to speculate, shall be fined not more than $10,000 or impris 
oned not more than one year, or both. As used in this section, the term “speeu- 
late” shall not include a legitimate hedging transaction, or a purchase or sale 
which is accompanied by actual delivery of the commodity. 

(f) The President, when he deems such action necessary, May make provision 
for the printing and distribution of reports, in such number and in such manner 
as he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 





SEC. 711. APPROPRIATIONS 


There are hereby authorized to be appropriated such sums as may be necessary 
and appropriate for the carrying out of the provisions and purposes of this Act by 
the President and such agencies as he may designate or create. Funds made 
available for the purposes of this Act may be allocated or transferred for any of 
the purposes of this Act, with the approval of the Bureau of the Budget, to any 
agency designated to assist in carrying out this Act. TDunds so allocated or trans 
ferred shall remain available for such period as may be specified in the Acts 
making such funds available. 

SEC. 712. JOINT CONGRESSIONAL COMMITTEE ON DEFENSE PRODUCTION 
(a) There is hereby established a joint congressional committee to be known as 
the Joint Committee on Defense Production (hereinafter referred to as the com- 
mittee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and Cur- 
rency of the Senate, three from the majority and two from the minority party, 
to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and Cur- 
rency of the House of Representatives, three from the majority and two from 
the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 
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man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives 

(b) It shall be the function of the Committee to make a continuous study of 
the programs and of the fairness to consumers of the prices authorized by this 
Act and to review the progress achieved in the execution and administration 
thereof. Upon request, the committee shall aid the standing committees of the 
Congress having legislative jurisdiction over any part of the programs authorized 
by this Act; and it shall make a report to the Senate and the House of Repre 
sentatives, from time to time, concerning the results of its studies, together with 
such recommendations as it may deem desirable. Any department, official, or 
agency administering any of such programs shall, at the request of the committee, 
consult with the committee, from time to time, with respect to their activities 
under this Act 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by 
subpena (to be issued under the signature of the chairman or vice chairman of 
the committee) or otherwise the attendance of such witnesses and the production 
of such books, papers, and documents, to administer such oaths, to take such 
testimony, to procure such printing and binding, and to make such expenditures 
as it deems advisable. The cost of stenographic services to report such hearings 
shall not be in excess of 25 cents per hundred words. The provisions of sections 
102 to 104, inclusive, of the Revised Statutes shall apply in case of any failure 
of any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Clas 
sification Act of 1949, as amended, fix the compensation of such experts, con 
sultants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$50,000 in any fiscal year, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out 
of the contingent fund of the House of Representatives, such contingent fund to 
be reimbursed from the contingent fund of the Senate in the amount of one-half 
of disbursements so made without regard to any other provision of law. 


SEC. 713. TERRITORIAL APPLICABILITY 


The provisions of this Act shall be applicable to the United States, its Terri- 
tories and possessions, and the District of Columbia. 


SEC, 714. SMALL DEFENSE PLANTS ADMINISTRATION 


(a) (1) It is the sense of the Congress that small-business concerns be en- 
couraged to make the greatest possible contribution toward achieving the objec 
tives of this Act. In order to carry out this policy there is hereby created an 
agency under the name “Small Defense Plants Administration” (hereinafter re 
ferred to as the Administration), which Administration shall be under the general 
direction and supervision of the President and shall not be affiliated with or be 
within any other agency or department of the Federal Government. The princi- 
pal office of the Administration shall be located in the District of Columbia, but 
the Administration may establish such branch offices in other places in the United 
States as may be determined by the Administrator of the Administration. For 
the purposes of this section, a small-business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. The Administration, in making a detailed definition, may use 
these criteria, among others; independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field. 

(2) The Administration is authorized to obtain money from the Treasury of 
the United States, for use in the performance of the powers and duties granted 
to or imposed upon it by law, not to exceed a total of $50,000,000 outstanding at 
any one time. For this purpose appropriations not to exceed $50,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested by 
the Administration. This revolving fund shall be used for the purposes enu 
merated subsequently in subsection (b) (1) (B), (CC), and (D). Reimburse- 
ments made to the Administration under these operations shall revert to the 
revolving fund for use for the same purposes. 
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(3) The management of the Administration shall be vested in an Administrato 
who shall be appointed by the President, by and with the advice and consent of 
the Senate, and who shall be a person of outstanding qualifications known to be 
familiar and sympathetic with small-business needs and problems. ‘The Ad 
ministrator shall receive compensation at the rate of $17,500 per annum. ‘The 
Administrator shall not engage in any other business, vocation, or employment 
than that of serving as Administrator. The Administrator is authorized to ap 
point two Deputy Administrators to assist in the execution of the functions vested 
in the Administration. Deputy Administrators shall be paid at the rate of 
$15,000 per annum. 

(4) The Administration shall not have succession, beyond July 31, 1958, 
except for purposes of liquidation, unless its life is extended beyond such 
date pursuant to an Act of Congress. It shall have power to adopt, alter, and 
use a seal, Which shall be judicially noticed; to select and employ such officers, 
employees, attorneys, and agents as shall be necessary for the transaction of 
business of the Administration; to define their authority and duties, require 
bonds of them, and fix the penalties thereof. The Administration. with the con 
sent of any board, commission, independent ®stablishment, or executive depart 
ment of the Government, may avail itself of the use of information, services, fa 
cilities, including any field service thereof, officers, and employees thereof in 
carrying out the provisions of this section. 

(5) All moneys of the Administration not otherwise employed may be depos 
ited with the Treasurer of the United States subject to check by authority of the 
Administration or in any Federal Reserve bank. The Federal Reserve banks are 
authorized and directed to act as depositaries, custodians, and fiscal agents for 
the Administration in the general performance of its powers conferred by this 
Act. All insured banks, when designated by the Secretary of the Treasury, 
shall act as custodians, and financial agents for the Administration. 

(b) (1) Without regard to any other provision of law except the regulations 
prescribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration is empowered 

(A) to recommend to the Reconstruction Finance Corporation loans o1 
advances, on such terms and conditions and with such maturity as the Re 
construction Finance Corporation may determine on its own discretion, to 
enable small-business concerns to finance plant construction, conversion, or 
expansion, including the acquisition of land; or finance the acquisition of 
equipment, facilities, machinery, supplies, or materials; or to finance re 
search, development, and experimental work on new or improved products 
or processes ; or to supply such concerns with capital to be used in the manu 
facture of articles, equipment, supplies, or materials for defense or essential 
civilian purposes; or to establish and operate technical laboratories to serve 
small-business concerns ; such loans or advances to be made or effected either 
directly by the Reconstruction Finance Corporation or in cooperation with 
banks or other lending institutions through agreements to participate in in 
surance of loans, or by the purchase of participations, or otherwise: 

(B) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Administration to furnish articles, equipment, supplies, or materials to 
the Government ; 

(C) to arrange for the performance of such contracts by letting subcon 
tracts to small-business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, or parts thereof, 
or servicing or processing in connection therewith, or such management serv- 
ices aS may be necessary to enable the Administration to perform such con- 
tracts: and 

(D) to provide technical and managerial aids to small-business concerns, 
by maintaining a clearinghouse for technical information, by cooperating with 
other Government agencies, by disseminating information, and by such other 
activities as are deemed appropriate, hy the Administration. 

(2) In any case in which the Administration certifies to any officer of the 
Government having procurement powers that the Administration is competent to 
perform any specific Government procurement contract to be let by any such 
officers, such officer shall be authorized to let such proenrement contract to the 
Administration upon such terms and conditions as may be agreed upon between 
the Administration and the procurement officer. 

(c) (1) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
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otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Administration, or for the 
purpose of obtaining money, property, or anything of value, under this section, 
shall be punished by a fine of not more than $5,000 or by imprisonment for not 
more than two years, or both. 

2) Whoever, being connected in any capacity with the Administration (A) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, se- 
curities, or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it, or (B) with intent to defraud the Administration or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Administration makes any false entry in any book, report, or 
statement of or to the Administration, or, without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(C) with intent to defraud participates, shares, receives directly or indirectly 
any money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administration, or (D) gives any unauthorized 
information concerning any future action or plan of the Administration which 
micht affect the value of securities, or having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or cor- 
poration receiving loans or other assistance from the Administration shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
five years, or both. 

(d) (1) It shall be the duty of the Administration and it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production, 

(2) It shall be the duty of the Administration and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance 
of all orders limiting or expanding production by, or in the formulation of policy 
in granting priorities to, business coneerns. All such governmental agencies are 
required, before issuing such orders or announcing such priority policies, to con- 
sult with the Administration in order that small-business concerns will be most 
effectively utilized in the production of articles, equipment, supplies, and ma- 
terials for national defense and essential civilian purposes. 

(e) The Administration shall have power, and it is hereby directed, whenever 
if determines such action is necessary 

(1) to make a complete inventory of all productive facilities of small- 

business concerns which can be used for defense and essential civilian pro- 
duction or to arrange for such inventory to be made by any other govern- 
mental ageney, which has the facilities. In making any such inventory, the 
appropriate agencies in the several States shall be requested to furnish an 
inventory of the productive facilities of small-business concerns in each 
respective State if such an inventory is available or in prospect: 

(2) to consult and cooperate with officers of the Government having pro- 
curement powers, in order to utilize the potential productive capacity of 
plants operated by small-business concerns; 

(3) to obtain information as to methods and practices which Government 
prime contractors utilize in letting subcontracts and to take action to en- 
courage the letting of subcontracts by prime contractors to small-business 
concerns at prices and on conditions and terms which are fair and equitable ; 

(4) to take such action, authorized under this section, as is necessary 
to provide small-business concerns with an adequate incentive, excluding 
subsidies, to engage in defense and essential civilian production and to 
facilitate the conversion and equipping of plants of small-business concerns 
for such production ; 

(5) to determine within any industry the concerns, firms, persons, corpo- 
rations, partnerships, cooperatives, or other business enterprises, which are 
to be designated “small-business concerns” for the purpose of effectuating the 
provisions of this section; 

(6) to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or 
group of such concerns to perform a_ specific Government procurement 
contract; 

(7) to obtain from any Federal department, establishment, or agency 
engaged in detense procurement or in the financing of defense procurement 
or production such reports concerning the letting of contracts and subeon- 





Or7k 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION aio 


tracts and making of loans to business concerns as it may deem pertinent 
in carrying Out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to the 
method of filling orders and the bases for allocating their supply, whenever 
it appears that any small business is unable to obtain materials for defense 
or essential civilian production from its normal sources ; 

(9) to make studies and recommendations to the appropriate Federal 
agencies to insure a fair and equitable share of materials, supplies, and 
equipment to small-business concerns to effectuate the defense program or 
for essential civilian purposes ; 

(10) to consult and cooperate with all Government agencies for the 
purpose of insuring that small-business concerns shall receive fair and 
reasonable treatment from said agencies; and 

(11) to establish such advisory boards and committees wholly repre- 
sentative of small business as may be found necessary to achieve the purposes 
of this section. 

(f) (1) In any case in which a small-business concern or group of such con- 
cerns has been certified by or under the authority of the Administration to 
be a competent Government contractor with respect to capacity and credit as 
to a specific Government procurement contract, the officers of the Government 
having procurement powers are directed to accept such certification as con- 
clusive, and are authorized to let such Government procurement contract to 
such concern or group of concerns without requiring it to meet any other require- 
ment with respect to capacity and credit 

(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed 
with small-business concerns. To effectuate such policy, small-business con- 
cerns within the meaning of this section shall receive any award or contract 
or any part thereof as to which it is determined by the Administration and 
the contracting procurement agencies (A) to be in the interest of mobilizing 
the Nation’s full productive capacity, or (B) to be in the interest of the national 
defense program, to make such award or let such contract to a small-business 
concern. 

(3) Whenever materials or supplies are allocated in the civilian market by 
law, a fair and equitable percentage thereof shall be allocated to small plants 
unable to obtain the necessary materials or supplies from usual sources. Such 
percentage shall be determined by the head of the lawful allocating authority 
after giving full consideration to the claims presented by the Administration. 

(g) The Administration shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker 
of the House of Representatives. Such report shall include the names of the 
business concerns to whom contracts are let, and for whom financing is arranged, 
by the Administration, together with the amounts involved, and such report 
shall include such other information, and such comments and recommendations, 
with respect to the relation of small-business concerns to the defense effort, 
as the Administration may deem appropriate. 

(h) The Administration is hereby empowered to make studies of the effect 
of price, credit, and other controls imposed under the defense program and 
whenever it finds that these controls discriminate against or impose undue 
hardship upon small business, to make recommendations to the appropriate 
Federal agency for the adjustment of controls to the needs of small business. 

(i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration 
as provided in (b) (1) (A) of this section not to exceed an aggregate of $100,- 
000,000 outstanding at any one time, on such terms and conditions and with such 
maturities as Reconstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, 
and duties of any department or agency which relates primarily to small-business 
problems. 

(k) No loan shall be recommended or equipment, facilities, or services fur- 
nished by the Administration under this section to any business enterprise unless 
the owners, partners, or officers of such business enterprise (1) certify to the 
Administration the names of any attorneys, agents, or other persons engaged by 
or on behalf of such business enterprise for the purpose of expediting applications 
made to the Administration for assistance of any sort, and the fees paid or to be 
paid to any such persons, and (2) execute an agreement binding any such business 
enterprise for a period of two years after any assistance is rendered by the Admin- 
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istration to such business enterprise, to refrain from employing, tendering any 
Office or employment to, or retaining for professional services, any person who, 
on the date such assistance or any part thereof was rendered, or within one year 
prior thereto, shall have served as an officer, attorney, agent, or employee of the 
Administration occupying a position or engaging in activities which the Adminis- 
tration shall have determined involve discretion with respect to the granting of 
ussistance under this section. 

(1) To the fullest extent the Administration deems practicable, it shall make 
a fair charge for the use of Government-owned property and make and let con 
tracts on a basis that will result in a recovery of the direct costs incurred by the 
Administration. 

(m) There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the carrying out of the provisions and purposes of 
this section. 


SEC. 715. SAVING PROVISION 


If any provision of this Act or the application of such provision to any person 
or circumstances shall be held invalid, the remainder of the Act, and the applica- 
tion of such provision to persons or circumstances other than those as to which 
it is held invalid, shall not be affected thereby. 


SEC. 716. STRIKES AGAINST GOVERN MENT 


That no person may be employed under this Act who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Govern- 
ment of the United States, or who advocates, or who is a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided, That for the purposes hereof an affidavit shall be 
considered prima facie evidence that the person making the affidavit has not 
contrary to the provisions of this section engaged in a strike against the Govern- 
ment of the United States, is not a member of an organization of Government 
employees that asserts the right to strike against the Government of the United 
States or that such person does not advocate, and is not a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided further, That any person who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Gov- 
ernment of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for which 
are paid from any appropriation or fund contained in this Act shall be guilty of 
a felony and, upon conviction, shall be fined not more than $1,000 or imprisoned 
for not more than one year, or both: Provided further, That the above penalty 
clause shall be in addition to, and not in substitution for, any other provisions 
of existing law. 

SEC. 717. TERMINATION 


(a) Title I (except section 104), title IIT, and title VII (except section 714) 
of this Act, and all authority conferred thereunder, shall terminate at the close 
of June 30,1955. Section 714 of this Act, and all authority conferred thereunder, 
shall terminate at the close of July 31, 1953. Section 104, title II, and title VI 
of this Act, and all authority conferred thereunder, shall terminate at the close 
of June 30,1958. Titles IV and V of this Act, and all authority conferred there- 
under, shall terminate at the close of tpril 30, 1953. 

(b) Notwithstanding the foregoing 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of the 
provisions authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking 
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of any action necessary to preserve or protect the interests of the United States 
in any amounts advanced or paid out in carrying on operations under this Act 
or the taking of any action (including the making of new guarantees) deemed 
by @ guaranteeing agency to be necessary to accomplish the orde rly liquidation, 
adjustment or settlement of any louns guaranteed under this Act, including 
actions deemed necessary to avoid undue hardship to borrowers in reconverting 
to nornal civilian production; and all of the authority granted to the President, 
guaranteeing agencies, and fiscal agents, under section 301 of this Act shall be 
applicable to actions taken pursuant to the authority contianed in this subsection. 

Notwithstanding any other provision of this Act, the termination of title VI 
or any section thereof shall not be construed as affecting any obligation, condi- 
tion, liability, or restriction arising out of any agreement heretofore entered 
into, pursuant to, or under the authority of, section 602 or section 605 of this 
ict, or any issuance thereunder, by any person or corporation and the Federal 
Government or any agency thereof relating ta the provision of housing for 
defense workers or military personnel in an area designated as a critical defense 
housing area pursuant to law. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a milk 
inarketing order issued by the Secretary of Agriculture pursuant to the Agri 
cultural Marketing Agreement Act of 1937 shall be maintained unless such action 
is brought by producers specifically named as party plaintiffs to recover their 
respective share of such payments within ninety days after the date of enact- 
ment of the Defense Production Act Amendments of 1952 with respect to any 
cause of action heretofore accrued and not otherwise barred, or within ninety 
days after accrual with respect to future payments, and unless each claimant 
shall allege and prove (1) that he objected at the hearing to the provisions of 
the order under such payments were made and (2) that he either refused 
to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of the 
United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds 
held in escrow pursuant to court order. Notwithstanding any other provision 
of this Act, no termination date shall be applicable to this subsection. 


THE DEFENSE PRODUCTION ACT OF 1950.) AS AMENDED BY THE 
DEFENSE PRODUCTION ACT AMENDMENTS OF 19517 AND THE 
DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 ° 

EXPLANATORY NOTE 
[Throughout this collation roman type is used to indicate text which has not been changed 
since original passage and issuance of the 1950 Act. The 1951 Amendments appear in 
italics. Material which has been deleted by amendment is retained in the text, but is in- 
cluded in bold brackets [ [. The 1952 Amendments appear in bold italics. Footnote 
references appear for each amendment. (All amendatory sections cited in the footnotes are 
contained in the Defense Production Act Amendments of 1951 or the Defense Production 

Act Amendments of 1952. Prepared by the Office of the Chief Counsel, Office of Price 

Stabilization. ] 

AN ACT 

To establish a system of priorities and allocations for materials and facilities, authorize 
the requisitioning thereof, provide financial assistance for expansion of productive capacity 
and supply, provide for price and wage stabilization, provide for the settlement of labor 
disputes, strengther controls over credit, and by these measures facilitate the production 
of goods and services necessary for the national security, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That this Act, divided into titles, may be cited 

as “the Defense Production Act of 1950”. 


SEC. 2. DECLARATION OF POLICY 


It is the policy of the United States to oppose acts of aggression and to pro- 
mote peace by insuring respect for world law and the peaceful settlement of 
differences among nations. To that end this Government is pledged to support 
collective action through the United Nations and through regional arrangements 





1Pub. Law 774, 8ist Cong.; Sept. 8, 1950, c. 932, 64 Stat. 798; 50 U. S. C. App. 2061 
2166. 

2 Pub. Law 96, 82d Cong. : July 31, 1951, ¢. 275, 65 Stat. 134: 50 U. S. C. App. 2061-2166. 

Pub. Law 429, 82d Cong.; June 30, 1952, ¢. 530, 66 Stat. 296; 50 U. S. C. App. 
2061-2166. 
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for mutual defense in conformity with the Charter of the United Nations. The 
United States is determined to develop and maintain whatever military and eco- 
nomic strength is found to be necessary to carry out this purpose. Under present 
circumstances, this task requires diversion of certain materials and facilities 
from civilian use to military and related purposes. It requires expansion of pro- 
ductive facilities beyond the levels needed to meet the civilian demand. In 
order that this diversion and expansion may proceed at once, and that the 
national economy muy be maintained with the maximum effectiveness and the 
least hardship, normal civilian production and purchases must be curtailed and 
redirected. 

It is the objective of this Act to provide the President with authority to 
accomplish these adjustments in the operation of the economy. It is the inten- 
tion of the Congress that the President shall use the powers conferred by this 
Act to promote the national defense, by meeting, promptly and effectively, the 


requirements of military programs in support of our national security and foreign 
policy objectives, and by preventing undue strains and dislocations upon wages, 
prices, and production or distribution of materials for civilian use, within the 


framework, as far as practicable, of the American system of competitive 
enterprise. 
TILLE I—PRIORITIES AND ALLOCATIONS 


SEC, 101. PRIORITIES AND ALLOCATIONS 


(a)‘ The President is hereby authorized (1) to require that performance under 
contracts or orders (other than contracts of employment) which he deems neces- 
sary or appropriate to promote the national defense shall take priority over per- 
formance under any other contract or order, and, for the purpose of assuring such 
priority, to require acceptance and performance of such contracts or orders in 
preference to other contracts or orders by any person he finds to be capable of 
their performance, and (2) to allocate materials and facilities in such manner, 
upon such conditions, and to such extent as he shall deem necessary or appro- 
priate to promote the national defense. No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered or 
handled by any processor, Nor shall any restriction or other limitation be 
established or maintained upon the species, type, or grade of livestock killed by 
any slaughterer, nor upon the types of slaughtering operations, including reli- 
gious rituals, employed by any slaughterer; nor shall any requirements or regu- 
lations be established or maintained relating to the allocation or distribution 
of meat or meat products unless, and for the period for which, the Secretary of 
Agriculture shall have determined and certified to the President that the over-all 
supply of meat and meat products is inadequate to meet the civilian or military 
needs therefor: Provided, That nothing in this Act shall be construed to prohibit 
the President from requiring the grading and grade marking of meat and meat 
products. 

(6b) When all requirements for the national security, for the stockpiling of 
critical and strategic materials, and for military assistance to any foreign nation 
authorized by any Act of Congress have been met through allocations and priori- 
ties it shall be the policy of the United States to encourage the maximum supply 
of raw materials for the civilian economy, including small business, thus in- 
creasing employment opportunities and minimizing inflationary pressures. No 
agreement shall be entered into by the United States limiting total United 
States consumption of any material unless such agreement authorizes domestic 
users in the United States to purchase the quantity of such material allocated 
to other countries participating in the International Materials Conference and 
not used by any such participating country. Nothing contained in this Act shall 
impair the authority of the President under this Act to exercise allocation and 
priorities controls over materials (both domestically produced and imported) 
and facilities through the controlled materials plan or other methods of 
allocation.’ 


SEC, 102. HOARDING AND ACCUMULATING 


In order to prevent hoarding, no person shall accumulate (1) in excess of the 
reasonable demands of business, personal, or home consumption, or (2) for the 
purpose of resale at prices in excess of prevailing market prices, materials which 


4 Designated sec. 101 (a) by sec. 102, 1952 Amendments. 
5 Added by sec, 101 (na). 1951 Amendments. 

© Added by sec, 101, 1952 Amendments. 

7 Added by sec. 102, 1952 Amendments 
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aes 
have been designated by the President as scarce materials or materials the supply 
of which would be threatened by such accumulation. The President shall order 
published in the Federal Register, and in such other manner as he may deem 
appropriate, every designation of materials the accumulation of which is unlawful 
and any withdrawal of such designation. [This section shall not be construed 
to limit the authority contained in section 101 of this Act.J] Jn making such 
designations the President may prescribe such conditions with respect to the 
accumulation of materials in excess of the reasonable demands of business, per 
sonal, or home consumption as he deems necessary to carry out the objectives 


of this Act. This section shall not be construed to limit the authority contained 
in sections 101 and 704 of this Act. 


SEC, 103. WILLFUL VIOLATION 


Any person who willfully performs any act prohibited, or willfully fails to 
perform any act required, by the provisions of this title or any rule, regulation, 
or order thereunder, shall, upon conviction, be fined not more than $10,000 or 
imprisoned for not more than one year, or both, 


SEC. 104. IMPORT CONTROLS 


[/mport controls of fats and oils (including oil-bearing materials, fatty acids, 
and soap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese and other dairy 
products, and rice and rice products are neecssary for the protection of the 


essential security interests and economy of the United States in the existing 
emergency in international relations, and no imports of any such commodity 
or product shall be admitted to the United States until after June 30, 1952, which 
the Secretary of Agriculture determines would (a) impair or reduce the domest 


production of any such commodity or product below present production levels, 
or below such higher levels as the Secretary of Agriculture may deem necessary 
in view of domestic and international conditions, or (0b) interfere with the 
orderly domestic storing and marketing of any such commodity or product, 
(c) result in any unnecessary burden or expenditures under any Government 
price support program. The President shall exercise the authority and powers 
conferred in this section] 


Import controls of fats and oils (including oil-bearing materials, fatty acids, 
and soap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese and other dairy 
products, and rice and rice products are necessary for the protection of the 
essential security interests and economy of the United States in the existing 
emergency in international relations, and imports into the United States of any 
such commodity or product, by types or varieties, shall be limited to such quan- 
tities as the Secretary of Agriculture finds would not (a) imnair or reduce the 
domestic production of any such commodity or product below present production 
levels, or below such higher levels as the Secretary of Agriculture may deem 
necessary in view of domestic and international conditions, or (b) interfere with 
the orderly domestic storing and marketing of any such commodity or product, 
or (c) result in any unnecessary burden or expenditures under any Government 
price support program: Provided, however, That the Secretary of Agriculture 
after establishing import limitations, may permit additional imports of each 
type and variety of the commodities specified in the section, not to exceed 15 
per centum of the import limitation with respect to each tyne and variety which 
he may deem necessary, taking into consideration the broad effects unon inter- 
national relationships and trade. The President shall exercise the authority 
and powers conferred by this section." 


or 


TITLE 11—AUTHORITY TO REQUISITION AND CONDEMN’ 
SEC. 201. REQUISITIONING, CONDEMNING AND RETURNING PROPERTY 


(a) Whenever the President determines (1) that the use of any equipment, 
supplies, or component parts thereof, or materials or facilities necessary for the 
manufacture, servicing, or operation of such equipment, supplies, or component 
parts, is needed for the national defense, (2) that such need is immediate and 





® Changed by sec. 101 (b), 1951 Amendments 
® Sec. added by sec. 101 (ce), 1951 Amendments ; revised by sec. 103, 1952 Amendments. 
10 “And Condemn” added by sec. 102 (a), 1951 Amendments. 
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impending and such as will not admit of delay or resort to any other source of 
supply, and (3) that all other means of obtaining the use of such property for 
the defense of the United States upon fair and reasonable terms have been ex- 
hausted, he is authorized to requisition such property or the use thereof for the 
defense of the United States upon the payment of just compensation for such 
property or the use thereof to be determined as hereinafter provided. The 
President shall promptly determine the amount of the compensation to be paid 
for any property or the use thereof requisitioned pursuant to this title but each 
such determination shall be made as of the time it is requisitioned in accordance 
with the provision for just compensation in the fifth amendment to the Consti- 
tution of the United States. If the person entitled to receive the amount so 
determined by the President as just compensation is unwilling to accept the same 
as full and complete compensation for such property or the use thereof, he shall 
be paid promptly 75 per centum of such amount and shall be entitled to recover 
from the United States, in an action brought in the Court of Claims or, without 
regard to whether the amount involved exceeds $10,000, in any district court 
of the United States, within three years after the date of the President's award, 
an additional amount which when added to the amount so paid to him, shall be 
just compensation. No real property (other than equipment and facilities, and 
buildings and othersstructures, to be demolished and used as scrap or second-hand 
materials) shall be acquired under this subsection.” 

(b) Whenever the President deems it necessary in the interest of national 
defense, he may acquire by purchase, donation, or other means of transfer, or 
may cause proceedings to be instituted in any court having jurisdiction of such 
proceedings to acquire by condemnation, any real property, including facilities, 
tenporary use thereof, or other interest therein, together with any personal 
property located thereon or used therewith, thet he deems necessary for the 
national defense, such proceedings to be in accordance with the Act of August J, 
1888 (25 Stat. 857), as amended, or any other applicable Federal statute. Before 
condemnation procecdings are instituted pursuant to this section, an affort shall 
be made to acquire the property involved by negotiation unless, because of 
reasonable doubt as to the identity of the owner or owners, because of the large 
number of persons with whom it would be necessary to negotiate, or for other 
reasons, the effort to acquire by negotiation would involve, in the judgment 
of the President, such delay in acquiring the property as to be contrary to the 
interest of national defense. In any condemnation proceeding instituted pur- 
suant to this section, the court shall not order the party in possession to sur 
render possession in advance of final judgment unless a declaration of taking 
has been filed, and a deposit of the amount estimated to be just compensation 
has been made, under the first section of the Act of February 26, 1931 (46 Stat. 
1421), providing for such declarations. Unless title is in dispute, the court, 
upon application, shall promptly pay to the owner at least 75 per centum of the 
amount so deposited, but such payment shall be made without prejudice to 
any party to the proceeding. Property acquired under this section may be 
occupied, used, and improved for the purposes of this section prior to the 
approval of title by the Attorney General as required by section 855 of the 
Revised Statutes, as amended.” 

(c) ™ Whenever the President determines that any real property acquired 
under this title and retained is no longer needed for the defense of the United 
States, he shall, if the original owner desires the property and pays the fair 
value thereof, return such property to the owner. In the event the President 
and the original owner do not agree as to the fair value of the property, the 
fair value shall be determined by three appraisers, one of whom shall be chosen 
by the President, one by the original owner, and the third by the first two 
appraisers; the expenses of such determination shall be paid in equal shares by 
the Government and the original owner. 

(d) * Whenever the need for the national defense of any personal property 
[requisitioned] acquired * under this title shall terminate, the President may 
dispose of such property on such terms and conditions as he shall deem appro- 
priate, but to the extent feasible and practicable he shall give the former 
owner of any property so disposed of an opportunity to reacquire it (1) at 
its then fair value as determined by the President, or (2) if it is to be disposed 





"™ Added by sec. 102 (b), (1), 1951 Amendments. 

™ New subsection (b) added by sec. 102 (b) (2), 1951 Amendments. 

13 Formerly (b), redesignated (c) by sec. 102 (b) (4), 1951 Amendments. 
% Formerly (c), redesignated (d) by sec. 102 (b) (4), 1951 Amendments. 
1% Changed by sec. 102 (b) (3), 1951 Amendments. 
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of (otherwise than at a public sale of which he is given reasonable notice) 
at less than such value, at the highest price any other person is willing to 
pay therefor: Provided, That this opportunity to reacquire need not be given 
in the case of fungibles or items having a fair value of less than $1,000. 


TITLE ITI—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 
SEC. 301 FINANCING THE EXPANSION 


(a) In order to expedite production and deliveries or services under Govern- 
ment contracts, the President may authorize, subject to such regulations as he 
may prescribe, the Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies’), 
without regard to provisions of law relating to the making, performance, amend- 
ment, or modification of contracts, to guarantee in whole or in part any public 
or private financing institution (including any Federal Reserve bank), by com- 
mitment to purchase, agreement to share losses, or otherwise, against loss of 
principal or interest on any loan, discount, or advance, or on any commitment in 
connection therewith, which may be made by such financing institution for the 
purpose of financing any contractor, subcontractor, or other person in con- 
nection with the performance, or in connection with or in contemplation of the 
termination, of any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries or services under 
Government contracts for the procurement of materials or the performance of 
services for the national defense. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as may 
be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shall 
have any responsibility or accountability except as agent in taking any action 
pursuant to or under authority of the provisions of this section. Each such fiscal 
agent shall be reimbursed by each guaranteeing agency for all expenses and losses 
incurred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision 
of law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitments fees, and other charges which may be made in cor 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent prac- 
ticable) to be utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes 
of this section any funds which have heretofore been appropriated or allocated 
or which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 


SEC. 302. LOANS TO PRIVATE ENTERPRISE 


To expedite production and deliveries or services to aid in carrying out Gov- 
ernment contracts for the procurement of materiais or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of 
strategic and critical metals and minerals, and manufacture of newsprint." 





36 Added by sec. 104, 1952 Amendments. 
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Such loans may be made without regard to the limitations of existing law and 
on such terms and conditions as the President deems necessary, except that finan- 
be extended on y to the extent that it is not otherwise avail- 





re nable terms 
Sk 0 PURCHASES AND COMMITMENTS TO PURCHASI 
[Sec. 303 To assist in carrying out the objectives of this Act, the Presi- 
ant . © provision (1) for purchases of or commitments to purchase metals, 
n , and other raw materials. including li juid fuels, for Government use 
se ads - and (2) for the encouragement of exploration, development, and 
ning of critical and strategie minerals and metals: Provided, however, That 


purchases for resale under this subsection shall not include agricultural com- 


es except insofar as such commodities may be purchased for resale for 
dustrial uses or stockpiling, and no agricultural commodity shall be sold for 
ch rposes at less than the higher of the following: (i) the current market 
ce for such commodity, or (ii) the minimum sale price established for agricul- 


odities owned or controlled by the Commodity Credit Corporation as 

provided in section 407 of Publie Law 439, Eighty-first Congress. 
b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
itions of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
currently prevailing market prices or anticipated loss on resale shall not be 
made unless it is determined that supply of the materials could not be effectively 
increased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availability to the United States of 

overseas supplies. 
(c) The procurement power granted to the President by this section shall 
ide the power to transport and store, and have processed and refined, any 
materials procured under this section. 

When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improve- 
ments to plants, factories, and other industrial facilities owned by the United 
Stutes Government, and to install Government-owned equipment in plants, fac- 
tories, and other industrial facilities owned by private persons.] 

(a) To assist in carrying out the objectives of this Act, the President may 
make provision (1) for purchases of or commitments to purchase metals, min- 
erals, and other materials, for Government use or resale: and (2) for the en- 
couragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
j07 of Public Law 439, Eighty-first Congress: Provided further, however, That 
no purchase or commitment to purchase any imported agricultural commodity 


shall be made calling for delivery more than one year after the expiration of this 
ict 


(hb) Nu 


bject to the limitations in subsection (a), purchases and commitments 


to purchase and sales under such subsection may be made without regard to the 
imitations of eristing lair, for such quantities, and on such terms and conditions. 
neluding advance payments, and for such periods, but not eflending bevond 
June 30, 1962, as the President deems necessary, except that purchases or com- 
mitments to purchase involving higher than established ceiling prices (or if there 
eno established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the 
materials could not be effectively increased at lower prices or on terms more 


See. 303 entirely revised by sec. 103 (a), 1951 Amendments. 
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favorable to the Government, or that such purchases are necessary to assure the 
availability to the United States of overseas supplies. 

(c) If the President finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 


he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, 
as he determines to be necessary to insure that supplies from such high-cost 
sources are continued, or that marimum production or supply in such area at 
stable prices of such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 


facilities, processes or improvements 


SEC, 304, NEW AGENCIES; AUTHORITY TO BORROW 


(a) For the purposes of sections 302 and 303, the President is hereby author- 
ized to utilize such existing departments, agencies, officials, or corporations of 
the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agency created under this section, and any department, agency, official, 
or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303: [Provided, That the total amount borrowed under the provisions of 
this section by all such borrowers shall not exceed an aggregate of $€00,000,000 
outstanding at any one time.] Provided, That the amount borrowed under the 
provisions of this section by all such borrowers shall not exceed an aggregate of 
$2,100,000,000 outstanding at any one time: Provided further, That when any 
contract, agreement, loan, or other transaction heretofore or hereafter entered 
into pursuant to section 302 or 303 imposes contingent liability upon the United 
States, such liability shall be considered for the purposes of sections 3679 and 
8732 of the Revised Statutes, as amended, us an obligation only to the extent 
of the probable ultimate net cost to the United States under such transaction; 
and the President shall submit a report to the Congress not less often than once 
each quarter setting forth the gross amount of each such transaction entered 
into by any agency of the United States Government under this authority and 
the basis for determining the probable ultimate net cost to the United States 
thereunder.“ For the purpose of borrowing as authorized by this subsection, 
the borrower may issue to the Secretary of the Treasury its notes, debentures, 
bonds, or other obligations to be redeemable at its option before maturity in 
such manner as may be stipulated in such obligations Such ob'igations shall 
bear interest at a rate determined by the Secretary of the Treasury, taking into 
consideration the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding the issuance of 
the obligations. The Secretary of the Treasury is authorized and directed to 
purchase such obligations and for such purpose the Secretary of the Treasury 
is authorized to use as a public-debt transaction the proceeds from the sale of 
any securities issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under the Second Liberty Bond Act, 
as amended, are extended to include any purchases of obligations hereunder. 

[(c) In addition to the sums authorized to be borrowed under subsection (b), 
18 Changed by sec. 103 (b), 1951 Amendments 
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there is hereby authorized to be appropriated to carry out the purposes of sec- 
tions 302 and 3038, such sums, not in excess of $1,400,000,000, as may be necessary 
therefor.] ” 

TITLE IV—PRICE AND WAGE STABILIZATION 


SEC. 401. CONGRESSIONAL INTENT 


It is the intent of Congress to provide authority necessary to achieve the fol- 
lowing purposes in order to promote the national defense: To prevent inflation 
and preserve the value of the national currency; to assure that defense appro- 
priations are not dissipated by excessive costs and prices; to stabilize the cost 
of living for workers and other consumers and the costs of production for farm- 
ers and businessmen; to eliminate and prevent profiteering, hoarding, manipu- 
lation, speculation, and other disruptive practices resulting from abnormal 
market conditions or scarcities; to protect consumers, wage earners, investors, 
and persons with relatively fixed or limited incomes from undue impairment 
of their living standards; to prevent economic disturbances, labor disputes, inter- 
ferences with the effective mobilization of national resources, and impairment 
of national unity and morale; to assist in maintaining a reasonable balance be- 
tween purchasing power and the supply of consumer goods and services; to pro- 
tect the national economy against future loss of needed purchasing power by 
the present dissipation of individual savings; and to prevent a future collapse 
of values. It is the intent of Congress that the authority conferred by this title 
shall be exercised in accordance with the policies set forth in section 2 of this 
Act, and in particular with full consideration and emphasis, so far as prac- 
ticable, on the maintenance and furtherance of the American system of com- 
petitive enterprise, including independent small-business enterprises, the main- 
tenance and furtherance of a sound agricultural industry, the maintenance and 
furtherance of sound working relations, including collective bargaining, and the 
maintenance and furtherance of the American way of life. Whenever the au- 
thority granted by this title is exercised, all agencies of the Government dealing 
with the subject matter of this title, within the limits of their authority and 
jurisdiction, shall cooperate in carrying out these purposes. 


SEC, 402, AUTHORITY TO REGULATE PRICES AND WAGES; EXEMPTIONS; STANDARDS 


(a) In order to carry out the objectives of this title, the President may encour- 
age and promote voluntary action by business, agriculture, labor and consumers. 
In proceeding under this subsection the President may exercise the authority to 
approve voluntary programs and agreements conferred on him under section 708, 
and may utilize the services of persons and agencies as provided in section 710. 

(b) (1) To the extent that the objectives of this title cannot be attained by 
action under subsection (a), the President may issue regulations and orders 
establishing a ceiling or ceilings on the price, rental, commission, margin, rate, 
fee, charge, or allowance paid or received on the sale or delivery, or the purchase 
or receipt, by or to any person, of any material or service, and at the same time 
shall issue regulations and orders stabilizing wages, salaries, and other com- 
pensation in accordance with the provisions of this subsection. 

(2) Action under this subsection may be taken either with respect to individual 
materials and services and to individual types of employment, or with respect to 
materials, services, and types of employment generally. A ceiling may be estab- 
lished with respect to an individual material or service only when the President 
finds that (i) the price of the material or service has risen or threatens to rise 
unreasonably above the price prevailing during the period from May 24, 1950 to 
June 24, 1950, (ii) such price increase will materially affect the cost of living or 
the national defense, (iii) the imposition of such ceiling is necessary to effectuate 
the purposes of this Act, (iv) it is practicable and feasible to impose such ceiling, 
and (v) such ceiling will be generally fair and equitable to sellers and buyers of 
such material or service and to sellers and buyers of related or competitive mate- 
rials and services. 

(3) Whenever a ceiling has been imposed with respect to a particular material 
or service, the President shall stabilize wages, salaries, and other compensation 
in the industry or business producing the material or performing the service. 

(4) Whenever ceilings on prices have been established on materials and serv- 
ices comprising a substantial part of all sales at retail and materially affecting 
the cost of living, the President (i) shall impose ceilings on prices and services 


% Deleted by sec. 103 (c), 1951 Amendments, 
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generally, and (ii) shall stabilize wages, salaries, and other compensation 
generally. 

(5) In stabilizing wages under paragraph (3) of this subsection, the President 
shall issue regulations prohibiting increases in wages, salaries, and other com- 
pensation which he deems would require an increase in the price ceiling or impose 
hardships or inequities on sellers operating under the price ceiling. 

(c) So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
rentals, commissions, margins, rates, fees, charges, and allowances, and to com- 
parable salaries, wages, or other compensation, which he finds to be representa- 
tive of those prevailing during the period from May 24, 1950, to June 24, 1950, 
inclusive, or, in case none prevailed during this period or if those prevailing 
during this period were not generally representative because of abnormal or 
seasonal market conditions or other cause, then those prevailing on the nearest 
date on which, in the judgment of the President, they are generally representi- 
tive. The President shali also give due consideration to the national effort to 
achieve maximum production in furtherance of the objectives of this Act In 
determining and adjusting ceilings on prices with respect to materials and 
services, he shall give due consideration to such relevant factors as he may 
determine to be of general applicability in respect of such material or service, 
including the following: Speculative fluctuations, general increases or decreases 
in cost of production, distribution, and transportation, and general increases or 
decreases in profits earned by sellers of the material or by persons performing 
the service, subsequent to June 24, 1950. In stabilizing and adjusting wages, 
Salaries, or other compensation, the President shall give due consideration to 
such relevant factors as he may determine to be of general applicability in 
respect to such wages, salaries, or other compensation. Any regulation or order 
under this title shall be such as in the judgment of the President will be generally 
fair and equitable and will effectuate the purposes of this title, and shall be 
accompanied by a statement of considerations involved in the issuance of such 
regulation or order. The President, in establishing and adjusting ceilings with 
respect to materials and services, and in stabilizing and adjusting wages, salaries. 
and other compensation, shall make such adjustments as he deems necessary to 
prevent or correct hardships or inequities. 

(d) (1) Regulations and orders issued under this title shall apply regardless 
of any obligation heretofore or hereafter incurred, except as provided in this 
subsection ; but the President shall make appropriate provision to prevent hard- 
ships and inequities to sellers who have bona fide contracts in effect on the date 
of issuance of any such regulation or order for future delivery of materials in 
which seasonal demands or normal business practices require contracts for 
future delivery. 

(2) No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 1950, to June 24, 1950, inclusive. No regu- 
lation or order shall be issued or remain in effect under this title which prohibits 
the payment or receipt of hourly wages at a rate of $1 per hour or less.” No 
action shall be taken under authority of this title with respect to wages, salaries, 
or other compensation which is inconsistent with the provisions of the Fair Labor 
Standards Act of 1988, as amended, or the Labor Management Relations Act, 
1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States. 

(3) No ceiling shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) The parity price for such 
commodity, as determined by the Secretary of Agriculture in accordance with the 
Agricultural Adjustment Act of 1938, as amended, and adjusted by the Secretary 
of Agriculture for grade, location, and seasonal differentials, or (ii) the highest 
price received by producers during the period from May 24, 1950, to June 24, 
1950, inclusive, as determined by the Secretary of Agriculture and adjusted by 
the Secretary of Agriculture for grade, location, and seasonal differentials, or 
(iii) in the case of any commodity for which the market was not active during 
the period May 24 to June 24, 1950, the average price received by producers during 
the most recent representative period prior to May 24, 1950, in which the market 
for such commodity was active as determined and adjusted by the Secretary of 
Agriculture to a level in line with the level of prices received by producers for 
agricultural commodities generally during the period May 24 to June 24, 1950, and 
adjusted by the Secretary for grade, location, and seasonal differentials, or 





® Added by sec. 105, 1952 Amendments. 








286 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


(iv) in the case of fire-cured tobacco a price (as determined by the Secretary of 
Agriculture and adjusted for grade differentials) equal to 75 per centum of the 
parity price of Burley tobacco of the corresponding crop, and in the case of dark 
air-cured tobacco and Virginia sun-cured tobacco, respectively, a price (as deter- 
mined by the Secretary of Agriculture and adjusted for grade differentials) equal 
to 66%, per centum of the parity price of Burley tobacco of the corresponding crop. 
No ceilings shall be established or maintained hereunder for any commodity 
processed or manufactured in whole or substantial part from any agricultural 
commodity below a price which will reflect to producers of such agricultural com- 
modity a price for such agricultural commodity equal to the highest price therefor 
specified in this subsection: Provided, That in establishing and maintaining ceil- 
ings on products resulting from the processing of agricultural commodities, 
including livestock, a generally fair and equitable margin shall be allowed for 
such processing; and equitable treatment shall be accorded to all such processors.™ 
Whenever a ceiling has been established under this title with respect to any agri- 
cultural commodity, or any commodity processed or manufactured in whole or in 
substantial part therefrom, the President from time to time shall adjust such 
ceiling in order to make appropriate allowances for substantial reduction in mer- 
chantable crop yields, unusual increases in costs of production, and other factors 
which result from hazards occurring in connection with the production and mar- 
keting of such agricultural commodity; and in establishing the ceiling (1) for 
any agricultural commodity for which the 1950 marketing season commenced 
prior to the enactment of this Act and for which different areas have different 
periods of marketing during such season or (2) for any agricultural commodity 
produced for the same general use as a commodity described in (1), the President 
shall give due consideration to affording equitable treatment to all producers of 
the commodity for which the ceiling is being established. No ceiling shall be 
established or maintained for any agricultural commodity below 90 per centum 
of the price received (by grade) by producers on May 19, 1951, as determined by 
the Secretary of Agriculture.” [Nothing contained in this Act shall be construed 
to modify, repeal, supersede, or affect the provisions of the Agricultural Market- 
ing Agreement Act of 1937, as amended, or to invalidate any marketing agree- 
ment, license, or order, or uny provision thereof or amendment thereto, heretofore 
or hereafter made or issued under the provisions of such Act.J*” Nothing con- 
tained in this Act shall be construed to modify, repeal, supersede, or affect the 
provisions of either (1) the Agricultural Act of 1949, except that under any price 
support program announced while this title is in effect the level of support to 
cooperators shall be 90 per centum of the parity price, or such higher level as 
may be established under section 102 of that Act, for any crop of any basic agri- 
cultural commodity with respect to which producers have not disapproved 
marketing quotas," or (2) the Agricullural Marketing Agreement Act of 1937, as 
amended, or to invalidate any marketing agreement, license, or order, or any pro- 
vision thereof or amendment thereto, heretojore or hereafter made or issued under 
the provisions of the Agricultural Varketing Agreement Act of 1987, as amended. 
Ceiling prices to producers for milk used for distribution as fluid milk in any 
marketing area not under a marketing agreement, license, or order issued under 
the Agricultural Marketing Agreement Act of 1937, as amended, shall not be less 
than (1) parity prices for such milk, or (2) prices which in such marketing areas 
will bear the same ratio to the average farm price of milk sold wholesale in the 
United States as the prices for such fluid milk in such marketing areas bore to 
such average farm price during the base period, as determined by the Secretary 
of Agriculture, whichever is higher: Provided, however, That whenever the 
Secretary of Agriculture finds that the prices so fixed are not reasonable in view 
of the price of feeds, the available supplies of feeds, and other economic condi- 
tions which affect market supply and demand for milk and its products in any 
such marketing area, he shall fix such prices as he finds will reflect such factors, 
insure a sufficient quantity of pure and wholesome milk, and be in the public 
interest, which prices when so determined shall be used as the ceiling prices to 
producers for fluid milk in such marketing areas. No ceiling prices to producers 
for milk or butterfat used for manufacturing dairy products shall be issued until 
and unless the Secretary of Agriculture shall determine that such prices are rea- 
sonable in view of the price of feeds, the available supplies of feeds, and other 
economic conditions which affect the supply and demand for dairy products, and 
will insure a sufficient quantity of dairy products and be in the public interest. 
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The prices so determincd shall be adjusted by him for use, grade, quality, loca- 
tion, and season of the year.’ No ceiling prices for products resulting from the 
processing of agricultural commodities, including livestock, milk, and other dairy 
products, shall be established or maintained in any agricultural marketing area 
at levels which deny to any processor of such products the cost adjustments 
provided in paragraph (4) of this subsection and which deny to any distributor 
or seller of such products the customary margin or charge provided in subsec- 
tion (k) of this section. Where a State regulatory body is authorized to establish 
minimum and/or maximum prices for sales of fluid milk, ceiling prices estab- 
lished for such.sales under this title shall (1) not be less than the minimum 
prices, or (2) be equal to the maximum prices, established by such regulatory 
body, as the case may be: And provided further, That in the case of prices of 
milk established by any State regulatory body, with respect to which prices, 
parties may be deemed *o contrac?, no ceiling price may be maintained under 
this title which is less than the price so established. No ceiling shall be estab- 
lished or maintained under this title for fruits or vegetables in fresh or 
processed form,” 

(4) After the enactment of this paragraph no ceiling price on any material 
(other than an agricultural commodity) or on any service shall become effective 
which is below the lower of (A) the price prevailing just before the date of 
issuance of the regulation or order establishing such ceiling price, or (B) the 
price prevailing during the period January 25, 1951, to February 24, 1951, inelu- 
sive. Nothing in this paragraph shall prohibit the establishment or maintenance 
of a ceiling price with respect to any material (other than an agricultural com- 
modity) or service which (1) is based upon the highest price between January 
1, 1950, and June 24, 1950, inclusive, if such ceiling price reflects adjustments for 
increases or decreases in costs occurring subsequent to the date on which such 
highest price was received and prior to July 26, 1951, or (2) is established under 
a regulation issued prior to the enactment of this paragraph. Upon application 
and a proper showing of his prices and costs by any person subject to a ceiling 
price, the President shall adjust such ceiling price in the manner prescribed in 
clause (1) of the preceding sentence. For the purposes of this paragraph the 
term “costs” includes material, indirect and direct labor, factory, selling, adver- 
tising, office, and all other production, distribution, transportation and adminis 
tration costs, except such as the President may determine to be unreasonable and 
excessive." The provisions of this paragraph shall not apply in the case of a 
seller of a material at retail or wholesaie within the meaning of subsection (k) 
of this section.” 

(5) For the purpose of determining the applicable ceiling price under the gen- 
eral ceiling price regulation issued January 26, 1951, as amended, any sale of 
fertilizer to the ultimate user by a person who acquired it for resale shall be 
considered a retail sale.” 

(e) The authority conferred by this title shall not be exercised with respect 
to the following: 

(i) Prices or rentals for real property ; 

(ii) [Rates or fees charged for professional services :] Rates or fees charged 
for professional services; wages, salaries, and other compensation paid to physi- 
cians employed in a professional capacity by licensed hospitals, clinics and like 
medical institutions for the care of the sick or disabled ; wages, salaries and other 
compensation paid to attorneys licensed to practice law employed in a profes- 
sional capacity by an attorney or firm of attorneys engaged in the practice of 
his or their profession: ® wages, salaries, and other compensation paid to pro- 
fessional engineers employed in a professional capacity; wages, salaries, and 
other compensation paid to professional architects employed in a professional 
capacity by an architect or firm of architects engaged in the practice of his or 
their profession; and wages, salaries, and other compensation paid to certified 
public accountants licensed to practice as such employed in a professional 
capacity by a certified public accountant or firm of certified public accountants 
engaged in the practice of his or their profession.” 

(iii) Prices or rentals for (a) materials furnished for pubiication by any press 
association or feature service, or (b) books, magazines, motion pictures, period- 
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icals, or newspapers, other than as waste or scrap; or rates charged by any per- 
son in the business of operating or publishing a newspaper, periodical, or maga- 
zine, or operating a radio-broadcasting or television station, a motion-picture or 
other theater enterprise, or outdoor advertising facilities ; 

(iv) Rates charged by any person in the business of selling or underwriting 
insurance ; 

[(v) Rates charged by any common carrier or other public utility: Provided, 
That no common carrier or other public utility shall at any time after the 
President shall have issued any stabilization regulations and orders under sub- 
section (b) make any increase in its charges for property or services sold by 
it for resale to the public, for which application is filed after the date of is- 
suance of such stabilization regulations and orders, before the Federal, State 
or Municipal authority having jurisdiction to consider such increase, unless it 
first gives 30 days’ notice to the President, or such agency as he may designate, 
and consents to the timely intervention by such agency before the Federal, State 
or Municipal authority having jurisdiction to consider such increase ;] 

(v) (1) Rates and charges by any common carrier or other public utility, in- 
cluding rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, Sixty-fourth Congress), as amended, and including compensation for 
the use by others of a common carrier’s cars or other transportation equipment, 
charges for the use of washroom and toilet facilities in terminals and stations, 
and charges for repairing cars or other transportation equipment owned by 
others; charges for the use of parking facilities onerated by common carriers in 
connection with their common carrier operations; and (2) charges paid by com- 
mon carriers for the performance of a part of their transportation services to 
the public, including the use of cars or other transportation equipment owned 
by a person other than a common carrier, protective service against heat or cold 
to property transported or to be transported, and pickup and delivery and local 
transfer services: Provided, That no common carrier or other public utility shall 
at any time after the President shall have issued any stabilization regulations 
and orders under subsection (b) make any increase in its charges for property 
or services sold by it for resale to the public, for which application is filed after 
the date of issuance of such stabilization regulations and orders, before the 
Federal, State, or municipal authority, if any, having jurisdiction to consider 
such increase, unless it first gives thirty days’ notice to the President, or such 
agency as he may designate, and consents to timely intervention by such agency 
before the Federal, State, or municipal authority, if any, having jurisdiction to 
consider such increase: And provided further, That the Office of Price Stabiliza- 
tion shall not intervene in any case involving increases in rates or charges pro- 
posed by any common carrier or other public utility except as provided in the 
preceding proviso; ”™ 

(vi) Margin requirements on any commodity exchange. 

(vii) Prices charged and wages paid for services performed by barbers and 
beauticians.® 

(viii) Rates, fees, and charges for materials or services supplied directly by 
the States, Territories, and possessions of the United States, and their political 
subdivisions and municipalities, the District of Columba, and any agency of any 
of the foregoing.” 

(ix) Wages, salaries, or other comnensation of persons employed in small- 
business enterprises as defined in this paragraph: Provided, however, That the 
President may from time to time exclude from this exemption such enterprises 
on the basis of industries, types of business, occupations, or areas, if their 
exemption would be unstabilizing with respect to wages, salaries, or other 
compensation, prices, or manpower, or would otherwise be contrary to the pur- 
poses of this Act. A small-business enterprise, for the purpose of this para- 
graph, is any enterprise in which a total of eight or less persons are employed 
in all its establishments, branches, units, or affiliates. This paragraph shall 
become effective thirty days after its enactment.” 

(x) Prices charged and wages paid by bowling alleys." 

(xi) Wages paid for agricultural labor.” 

(f) The President, in or by any regulation or order, may provide exemptions 
for any materials or services, or transactions therein, or types of employment, 
with respect to which he finds that (1) such exemption is necessary to promote 
the national defense; or (2) it is unnecessary that ceilings be applicable to such 
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materials or services, or transactions therein, or that compensation for such 
types of employment be stabilized, in order to effectuate the purposes of this title. 

(g) The powers granted in this title shall not be used or made to operate to 
compel changes in the business practices, cost practices or methods, or means or 
aids to distribution, established in any industry, except where such action is 
affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title. 

(h) Nothing in this title shall be construed (1) as authorizing the elimination 
or any restriction of the use of trade and brand names; (2) as authorizing the 
President to require the grade labeling of any materials; (3) as authorizing the 
President to standardize any materials or services, unless the President shall 
determine, with respect to such standardization, that no practicable alternative 
exists for securing effective price control with respect to such materials or serv- 
ices; or (4) as authorizing any order of the President establishing price ceilings 
for different kinds, classes, or types of material or service, which are described in 
terms of specifications or standards, unless such specifications or standards were, 
prior to such order, in general use in the trade or industry affected, or have pre- 
viously been promulgated and their use lawfully required by another Government 
agency. 

(i) No rule, regulation, or order issued under this title shall require any seller 
of materials at retail to limit his sales with reference to any highest price line 
offered for sale by him at any prior time. 

(j) Where the sale or delivery of a material or service makes the person sell- 
ing or delivering it liable for a State or local gross receipts tax or gross income 
tax, he may receive for the material or service involved, in addition to the ceiling 
price, (1) an amount equal to the amount of all such State and local taxes for 
which the transaction makes him liable, or (2) one cent, whichever is greater. 
For the purposes of the preceding sentence, the mount of tax liability shall be 
computed on shipping units at the ceiling price, and a fractional part of a cent 
in the amount of tax liability shall be disregarded unless it amounts to one-half 
cent or more, in which case it shall be increased to one cent.® 

(k) [[No rule, regulation, order or amendment thereto shall hereafter be issued 
under this title, which shall deny to sellers of materials at retail or wholesale 
their customary percentage margins over costs of the materials during the period 
May 24, 1950, to June 24, 1950, or on such other nearest representative date 
determined under section 402 (c), as shown by their records during such period, 
except as to any one specific item of a line of material sold by such sellers which 
is in short supply as evidenced by specific government action to encourage pro- 
duction of the item in question.] No rule, regulation, order, or amendment 
thereto shall be issued or remain in effect under this title, which shall deny 
sellers of materials at retail or wholesale their customary percentage margins 
over costs of the materials or their customary charges during the period May 24, 
1950, to June 24, 1950, or on such other nearest representative date determined 
under section 402 (c), as shown by their records during such period, except as 
to any one specific item of a line of material sold by such sellers which is in 
short supply as evidenced by specific government action to encourage produc- 
tion of the item in question: Provided, however, That if the antitrust laws of 
any State have been construed to prohibit adherence by sellers of materials at 
wholesale or retail to uniform suggested retail resale prices, the President shall 
issue regulations giving full consideration to the customary percentage margins 
of such sellers during the period hereinbefore set forth.” No such exception 
shall reduce such customary margins of sellers at retail or wholesale beyond the 
amount found by the President, in writing, to be generally equitable and propor- 
tionate in relation to the general reductions in the customary margins of all 
other classes of persons concerned in the production and distribution of the ea- 
cepted item of material. 

Prior to making any finding that a specific item of material shall be so ex- 
cepted, or as to the amount of the reductions in customary margins to be im- 
posed upon retail and wholesale sellers of such item, the President shall consult 
with representatives of the affected retail and wholesale sellers concerning the 
basis for and the amount of the exception which is proposed with respect to any 
such item. 

For purposes of this section a person is a “seller of a material at retail or 
wholesale” to the extent that such person purchases and resells an item of ma- 
terial without substantially altering its form; or to the extent that such person 
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sells to ultimate consumers exrcent (1) to government and institutional consumers 
and (2) to consumers who purchase for consumption in the course of trade or 
business.” 

(1) No rule, regulation, order, or amendment thereto issued under this title 
shall fix a ceilina on the price paid or received on the sale or delivery of any 
material in any State below the minimum sales price of such material fixed by 
the State law (other than any so-called ‘fair trade law’) now in effect, or by 
requlation issued nuruant to such law.” 

(m) No rule, regulation, order, or amendment thereto shall be issued or 
maintained under this title, which shall deny to any hotel supply house or com- 
bination distributor, affiliated with any slauahterer or slaushtering establish- 
ment, or to any wholesaler so affiliated but whose affiliation does not amount to 
an interest or equity of more than 50 per centum, the same ceilina price or 
prices for meat accorded to hotel sunply houses, combination distributors, or 
wholesalers which are not so affiliated’ 

(n) Notwithstanding any other provision of this Act, whenever price ceilings 
are declared in effect on any agricultural commodity at the farm level, the 
Director of Price Stabilization must at the same time nut into effect margin 
controls on processors, wholesalers, and retailers, such margin controls to allow 
the processors, wholesalers, and retailers the normal mark-ups as provided under 
this Act. except that under no circumstances are the sellers to be allowed 
greater than their normal margins of profit.” 


SEC. 403. SEPARATE CONTROLS AGENCY 


(a)“ At such time as the President determines that it is necessary to impose 


price and wage controls generally over a substantial portion of the notional 
economy, he shall administer such controls, and rationing at the retail level 
of consumer goods for honsehold and personal use under authority of Title I of 


this Act (when and to the extent that he exercises such authority), through a 
new independent ageneyv created for such purposef. J: Provided, however, That 
the President shall administer any controls over the wages or salaries of em- 


ployees subject to the provisions of the Raihray Labor Act, as amended, thronual 
a separate board or panel having jurisdiction only over such employees.” Such 
agency may utilize the services, information. and facilities of other agencies and 
departments of the Government, bnt such agenev shall not delegate enforcement 


of any of the controls to be administered by it under this section to any other 
agency or department 

(b) (1) There is hereby created, in the present Economic Stabilization Agency, 
or any successor agencu, a Wage Stabilization Roard (hereinafter in this sub- 
section referred to as the ‘Board’), which shall be composed, in equal numbers, 
of members representative of the general public. members representative of 
labor, and members representative of business and industry. The number of 
offices on the Board shall be established by Executive order. 

(2) The members of the Board shall be appointed by the President, by and 
with the advice and consent of the Senate. The President shall designate a 
Chairmen and Vice Chairman of the Board from among the members representa- 
tive of the general public. 

(3) The term of office of the members of the Board shall terminate on May 1, 
1953. Any member appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for the 
remainder of such term. 

(4) Each member representative of the general public shall receive compen- 
sation at the rate of $15,000 a year, and while a member of the Board shall 
engage in no other business, vocation, or employment. Each member repre- 
sentative of lahor, and each member representative of business and industry, 
shall receive $50 for each day he is actually engaged in the performance of his 
duties as a member of the Board, and in addition he shall be paid his actual and 
necessary travel and subsistence expenses in accordance with the Travel Expense 
Act of 1949 while so engaged away from his home or regular place of business. 
The members representative of labor, and the members representative of busi- 
ness and industry, shall, in respect of their functions on the Board, be 
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from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United 
States Code and section 190 of the Revised Statutes (5 U.S.C. 99). 

(5) The Board shall, under the supervision and direction of the Economic Sta- 
bilization Administrator— 

(A) formulate, and recommend to such Administrator for promulgation, 
general policies and general regulations relating to the stabilization of 
wages, sclaries, and other compensation; and 

(B) upon the request of (i) any person substantially affected thereby, or 
(ii) any Federal department or agency whose functions, as provided by law, 
may be affected thereby or may have an effect thereon, advise as to the 
interpretation, or the application to particular circumstances, of policies and 
regulations promulgated by such Administrator which relate to the stabiliza- 
tion of wages, salaries, and other compensation. 

For the purposes of this Act, stabilization of wages, salaries, and other com- 
pensation means prescribing maximum limits thereon. Except as provided in 
clause (B) of this paragraph, the Board shall have no jurisdiction with respect 
to any labor dispute or with respect to any issue involved therein. Labor dis- 
putes, and labor matters in dispute, which do not involve the interpretation or 
application of such regulations or policies shall be dealt with, if at all, insofar 
as the Federal Government is concerned, under the conciliation, mediation, 
emergency, or other provisions of laws heretofore or hereafter enacted by the 
Congress. 

(6) Paragraph (5) of this subsection shall take effect thirty days after the date 
on which this subsection is enacted. The Wage Stabilization Board created by 
Executive Order Numbered 10161, and reconstituted by Executive Order Num- 
bered 10233, as amended by Executive Order Numbered 10301, is hereby abol- 
ished, effective at the close of the twenty-ninth day following the date on which 
this subsection is enacted. After June 27, 1952, the present Wage Stabilization 
Board shall issue no regulation or order except with respect to individual cases 
pending before the Board prior to such date.” 

(c) Notwithstanding any other provision of this section, the stabilization of 
the salaries and other compensation of persons (not represented in their rela- 
tionships or eligible to be so represented with their employer by duly certified 
or recognized labor organizations) employed as outside salesmen or in bona fide 
executive, administrative, or professional capacities, as such terms are defined 
in the regulations issued in pursuance of section 13 (a) (1) of the Fair Labor 
Standards Act of 1938, as amended, or as supervisors, as defined by the Labor 
Management Relations Act, 1947, as amended, shall be administered by the 
Salary Stabilization Board and the Office of Salary Stabilization as presently 
established within the Economic Stabilization Agency, or any successor agency, 
subject to the supervision and direction of the Economic Stabilization 
Administrator.” 

(d) It shall be the express duty, obligation, and function of the nresent Eco- 
nomic Stabilization Agency, or any successor agency, to coordinate the relation- 
ship between prices and wages, and to stabilize prices and wages.* 


SEC. 404. CONSULTATION WITH COMMITTEES 


In carrying out the provisions of this title, the President shall, so far as prac- 
ticable, advise and consult with, and establish and utilize committees of, repre- 
sentatives of persons substantially affected by regulations or orders issued 
hereunder. 

SEC. 405. VIOLATIONS 


(a) It shall be unlawful, regardless of any obligation heretofore or hereafter 
entered into, for any person to sell or deliver, or in the regular course of business 
or trade to buy or receive, any material or service, or otherwise to do or omit to 
do any act, in violation of this title or of any regulation, order, or requirement 
issued thereunder, or to offer, solicit, attempt or agree to do any of the foregoing. 
The President shall also prescribe the extent to which any payment made, either 
in money or property, by any person in violation of any such regulation, order, 
or requirement shall be disregarded by the executive departments and other gov- 
ernmental agencies in determining the costs or expenses of any such person for 
the purposes of any other law or regulation, including bases in determining gain 
for tax purposes.“ 
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(b) No employer shall pay, and no employee shall receive, any wage, salary, 
or other compensation in contravention of any regulation or order promulgated 
by the President under this title. The President shall also prescribe the extent 
to which any wage, salary, or compensation payment made in contravention of 
any such regulation or order shall be disregarded by the executive departments 
and other governmental agencies in determining the costs or expenses of any 
employer for the purposes of any other law or regulation. 


SEC. 406. COMPULSORY SALES OR SERVICES 


Nothing in this title shall be construed to require any person to sell any mate- 
rial or service, or to perform personal services. 


SEC, 407. PROTESTS 


(a) At any time within six months after the effective date of any regulation 
or order [relating to price controls under this title] relating to price controls 
under this title or rent controls under the Housing and Rent Act of 1947, as 
amended or, in the case of new grounds arising after the effective date of any 
such regulation or order [relating to price controls], within six months after 
such new grounds arise, any person subject to any provision of such regulation 
or order may, in accordance with regulations to be prescribed by the President, 
file a protest specifically setting forth objections to any such provision and 
affidavits or other written evidence in support of such objections. Statements 
in support of any such regulation or order may be received and incorporated 
in the transcript of the proceedings at such times and in accordance with such 
regulations as may be prescribed by the President. Within a reasonable time 
after the filing of any protest under this section, but in no event more than thirty 
days after such filing, the President shall either grant or deny such protest in 
whole or in part, notice such protest for hearing, or provide an opportunity to 
present further evidence in connection therewith. In the event that the Presi- 
dent denies any such protect in whole or in part, he shall inform the protestant 
of the grounds upon which such decision is based, and of any economic data 
and other facts of which the President has taken official notice.” 

(b) In the administration of this title and the Housing and Rent Act of 1947, 
as amended, the President may take official notice of economic data and other 
facts, including facts found by him as a result of action taken under section 705 
of this Act{.J, or section 206 of the Housing and Rent Act of 1947, as amended, 
as the case may be. 

(ec) Any proceedings under this section may be limited by the President to 
the filing of affidavits, or other written evidence, and the filing of briefs: Pro- 
vided, however, That upon the request of the protestant, any protest filed in 
accordance with subsection (a) of this section shall, before denial in whole or 
in part, be considered by a board of review consisting of one or more officers or 
employees of the United States designated by the President in accordance with 
regulations to be promulgated by him. Such regulations shall provide that the 
board of review may conduct hearings and hold sessions in the District of 
Columbia or any other place, as a board, or by subcommittees thereof, and shall 
provide that, upon the request of the protestants and upon a showing that 
material facts would be adduced thereby, subpenas shall issue to procure the 
evidence of persons, or the production of documents, or both. The President 
shall cause to be presented to the board such evidence, including economic data, 
in the form of affidavits or otherwise, as he deems appropriate in support of 
the provision against which the protest is filed. The protestant shall be accorded 
an opportunity to present rebuttal evidence in writing and oral argument before 
the board and the board shall make written recommendations to the President. 
The protestant shall be informed of the recommendations of the board and, in 
the event that the President rejects such recommendations in whole or in part, 
shall be informed of the reasons for such rejection. 

(d) Any protest filed under this section shall be granted or denied by the 
President, or granted in part and the remainder of it denied within a reasonable 
time after it is filed. Any protestant who is aggrieved by undue delay on the 
part of the President in disposing of his protest may petition the Emergency 
Court of Appeals for relief; and such court shall have jurisdiction by appro- 
priate order to require the President to dispose of such protest within such time 


“ Deletions and addition made by see. 113 (a) (1), 1952 Amendments. 
* Amended by sec. 113 (a) (2), 1952 Amendments. 
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as may be fixed by the court. If the President does not act finally within the time 
fixed by the court, the protest shall be deemed to be denied at the expiration of 
that period. 

SEC. 408. COURT RELIEF 


[[(a) Any person who is aggrieved by the denial or partial denial of his protest 
may, within thirty days after such denial, file a complaint with the Emergency 
Court of Appeals specifying his objections and praying that the regulation or 
order protested be enjoined or set aside in whole or in part. A copy of such 
complaint shall forthwith be served on the President, who shall certify and file 
with such court a transcript of such portions of the proceedings in connection 
with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
other facts of which the President has taken official notice. Upon the filing of 
such complaint the court shall have exclusive jurisdiction to set aside such regu- 
lation or order, in whole or in part, to dismiss the complaint, or to remand the 
proceeding: Provided, That the regulation or order may be modified or rescinded 
by the President at any time notwithstanding the pendency of such complaint. 
No objection to such regulation or order, and no evidence in support of any 
objection thereto, shall be considered by the court, unless such objection shall 
have been set forth by the complainant in the protest or such evidence shall be 
contained in the transcript. If application is made to the court by either party 
for leave to introduce additional evidence which was either offered to the Presi- 
dent and not admitted, or which could not reasonably have been offered to the 
President or included by the President in such proceedings, and the court deter- 
mines that such evidence should be admitted, the court shall order the evidence 
to be presented to the President. The President shall promptly receive the same, 
and such other evidence as he deems necessary or proper, and thereupon he shall 
certify and file with the court a transcript thereof and any modification made in 
the regulation or order as a result thereof; except that on request by the 
President, any such evidence shall be presented directly to the court. 

(b) No such regulation or order shall be enjoined or set aside, in whole or in 
part, unless the complainant establishes to the satisfaction of the court that the 
regulation or order is not in accordance with law, or is arbitrary or capricious. 
The effectiveness of a judgment of the court enjoining or setting aside, in whole 
or in part, any such regulation or order shall be postponed until the expiration of 
thirty days from the entry thereof, except that if a petition for a writ of cer- 
tiorari is filed with the Supreme Court under subsection (d) within such thirty 
days, the effectiveness of such judgment shall be postponed until an order of the 
Supreme Court denying such petition becomes final, or until other final dispo- 
sition of the case by the Supreme Court. 

(c) The Emergency Court of Appeals is hereby continued for the purpose of the 
exercise of the jurisdiction granted by this title, with the powers herein speci- 
fied, together with the powers heretofore granted by law to such court which are 
not inconsistent with the provisions of this title. The court shall have the 
powers of a district court with respect to the jurisdiction conferred on it by this 
title ; except that the court shall not have power to issue any temporary restrain- 
ing order or interlocutory decree staying or restraining, in whole or in part, the 
effectiveness of any regulation or order relating to price controls issued under 
this title. The court shall exercise its powers and prescribe rules governing its 
procedure in such manner as to expedite the determination of cases of which it 
has jurisdiction under this title. 

(d) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner as 
a judgment of a United States court of appeals as provided in section 1254 of 
title 28, United States Code. The Supreme Court shall advance on the docket 
and expedite the disposition of all causes filed therein pursuant to this subsec- 
tion. The Emergency Court of Appeals, and the Supreme Court upon review of 
judgments and orders of the Emergency Court of Appeals, shall have exclusive 
jurisdiction to determine the validity of any regulation or order relating to price 
controls issued under this title, and of any provision of any such regulation or 
order. Except as provided in this section, no court, Federal, State, or Terri- 
torial, shall have jurisdiction or power to consider the validity of any such reg- 
ulation or order relating to price controls, or to stay, restrain, enjoin, or set 
aside, in whole or in part, any provision of this title authorizing the issuance of 
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such reculations or orders, or any provision of any such regulation or order, or 
to restrain or enjoin the enforcement of any such provision. 

(e) (1) Within thirty days aiter arraignment, or such additional time as 
the court may allow for good cause shown, in any criminal proceeding, and 
within five days after judgment in any civil or criminal proceeding, brought 
pursuant to section 409 or 706 of this Act or section 371 of title 18, United 
States Code, involving alleged violation of any provision of any regulation 
or order relating to price Controls issued under this title, the defendant may 
apply to the court in which the proceeding is pending for leave to file in the 
Emergency Court of Appeals a complaint against the President setting forth 
objections to the validity of any provision which the defendant is alleged to 
have violated or conspired to violate. The court in which the proceeding is 
pending shall grant such leave with respect to any objection which it finds 
is made in good faith and with respect to which it finds there is reasonable and 
substantial excuse for the defendant’s failure to present such objection in a 
protest filed in accordance with section 407 of this title. Upon the filing of a 


complaint pursuant to and within thirty days from the granting of such leave, 
the Emergency Court of Appeals shall have jurisdiction to enjoin or set aside 
in whole or in part the provision of the regulation or order complained of or 


to dismiss the complaint. The court may authorize the introduction of evidence, 
either to the President or directly to the court, in accordance with subsection 
(a) of this section The provisions of subsection (b), (¢), and (d) of this 
section shall be applicable with respect to any proceeding instituted in accordance 
with this subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act 
or section 371 of title 18, United States Code, involving an alleged violation 
of any provision of any such regulation or order, the court shall stay the 
proceeding 

(i) during the period within which a complaint may be filed in the Emergency 
Court of Appeals pursuant to leave granted under paragraph (1) of this sub- 
section with respect to such provision ; 

(ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act or section 371 of title 18, United States Code, 
setting forth objections to the validity of such provision which the court finds to 
have been made in good faith; and 

(iii) during the pendency of any judicial proceeding instituted by the de- 

fendant under this section with respect to such protest or instituted by the 
defendant under paragraph (1) of this subsection with respect to such pro- 
vision, and until the expiration of the time allowed in this section for the taking 
of further proceedings with respect thereto. 
Notwithstanding the provisions of this paragraph, stays shall be granted there- 
under in civil proceedings only after judgment and upon application made 
within five days after judgment Notwithstanding the provisions of this para- 
graph, in the case of a proceeding under section 409 (a) or 706 (a) of this 
Act the court granting a stay under this paragraph shall issue a temporary 
injunction or restraining order enjoining or restraining, during the period of 
the stay, violations by the defendant of any provision of the regulation or order 
involved in the proceeding. If any provision of a regulation or order is de- 
termined to be invalid by judgment of the Emergency Court of Appeals which 
has become effective in accordance with section 408 (b) of this title, any 
proceeding pending in any court shall be dismissed, and any judgment in such 
proceeding vacated, to the extent that such proceeding or judgment is based 
upon violation of such provision. Except as provided in this subsection, the 
pendency of any protest under section 407 of this title, or judicial proceeding 
under this section, shall not be grounds for staying any proceeding brought 
pursuant to section 409 or 706 of this Act or section 371 of title 18, United States 
Code: nor, except as provided in this subsection, shall any retroactive effect 
be given to any judgment setting aside a provision of a regulation or order 
issued under this title] 

(a) Any person who is aggrieved by the denial or partial denial of his protest 
may, within thirty days after such denial, file a complaint with the Emergency 
Court of Appeals specifuing his objections and praying that the regulation or 
order protested be enjoined or set aside in whole or in part. A copy of such 
complaint shall forthwith be served on the President, who shall certify and file 
with such court a transcript of such portions of the proceedings in connection 
with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
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other facts of which the President has taken official notice. Upon such filing, 
the court shall have exclusive jurisdiction of the proceeding and of all questions 
determined therein, and shall have power to grant such temporary relief or re- 
straining order as it deems just and proper; to permanently enjoin or set aside, 
in whole or in part, the regulation or order or the amendment of or supplement 
to the regulation or order protested; to make and enter upon the pleadings, evi- 
dence, testimony, and proceedings set forth in such transcript a decree enforcing, 
modifying, and enforcing as so modified, or setting aside in whole or in part the 
order of the President; to dismiss the petition; or to remand the proceeding to 
the Preident for further action in accordance with the court’s decree: Provided, 
That the regulation or order may be modified or rescinded by the President at 
any time notwithstanding the pendency of such complaint. No objection to such 
regulation or order, and no evidence in support of any objection thereto, shall be 
considered by the court, unless such objection shall have been set forth by the 
complainant in the protest or such evidence shall be contained in the transcript. 
The findings of the President with respect to questions of fact, if supported by 
substantial evidence on the record considered as a whole, shall be conclusive. 
If application is made to the court by either party for leave to introduce addi- 
tional evidence which was either offered to the President and not admitted, or 
which could not reasonably have been offered to the President or included by 
the President in such proceedings, and the court determines that such evidence 
should be admitted, the court shall order the evidence to be presented to the 
President. The President shall promptly receive the same, and such other evi- 
dence as he deems necessary or proper, and thereupon he shall certify and file 
with the court a transcript thereof and any modification made in the regulation 
or order as a result thereof; except that on request by the President, any such 
evidence shall be presented directly to the court. 

(b) The Emergency Court of Appeals is hereby continued for the purpose of 
the exercise of the jurisdiction granted by this title, with the powers herein 
specified, together with the powers heretofore granted by law to such court 
which are not inconsistent with the provisions of this title. The court shall 
have the powers of a district court with respect to the jurisdiction conferred on 
it by this title. So far as necessary to decision the court shall decide all relevant 
questions of law, interpret constitutional and statutory provisions, interpret the 
meaning or applicability of the terms of any official action under this title or 
under this Act, as amended, of which this title is a part and with respect to this 
title, or under the Housing and Rent Act of 1947, as amended. The court shail 
exercise its powers and prescribe rules governing its procedure in such manner 
= expedite the determiantion of cases of which it has jurisdiction under this 

itle. 

(c) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner 
as a judgment of a United States court of appeals as provided in section 1254 
of title 28, United States Code. The Supreme Court shall advance on the docket 
and expedite the disposition of all causes filed therein nursuant to this sub- 
section. The Emergency Court of Appeals, and the Supreme Court unon review 
of judgments and orders of the Emergency Court of Appeals, shall have exclu- 
sive jurisdiction to determine the validity of any such regulation or order issued 
under this title, or under the Housing and Rent Act of 1947, as amended. 
Except as provided in this section, no court, Federal, State, or Territorial, shall 
have jurisdiction or power to consider the validity of any such regulation or 
order, or to stay, restrain, enjoin, or set aside, in whole or in part, any provision 
of this title, or the Housing and Rent Act of 1947, as amended, authorizing the 
issuance of such regulations or orders, or any provision of any such regulation 
or order, or to restrain or enjoin the enforcement of any such provision. 

(d) (1) Within thirty days after arraignment, or such additional time as the 
court may allow for good cause shown, in any criminal nroceeding, and within 
five days after judgment in any civil or criminal proceeding, brought pursuant 
to section 409 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amended, or section 371 of title 18, United States Code, involving 
alleged violation of any provision of any such regulation or order, the defendant 
may apply to the court in which the proceeding is pending for leave to file in the 
Emergency Court of Appeals a complaint against the President setting forth 
objections to the validity of any provision which the defendant is alleged to have 
violated or conspired to violate. The court in which the proceeding is pending 
shall grant such leave with respect to any objection which it finds is made in 
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good faith and with respect to which it finds there is reasonable and substantial 
excuse for the defendant’s failure to present such objection in a protest filed 
in accordance with section 407 of this title. Upon the filing of a complaint pur- 
suant to and within thirty days from the granting of such leave, the Emergency 
Court of Appeals shall have jurisdiction to enjoin or set aside in whole or in part 
the provision of the regulation or order complained of or to dismiss the com- 
plaint. The court may authorize the introduction of evidence, either to the 
President or directly to the court, in accordance with subsection (a) of this 
section. The provisions of subsections (b) and (c) of this section shall be 
applicable with respect to any proceeding instituted in accordance with this 
subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act, sec- 
tion 205 or 206 of the Housing and Rent Act of 1947, as amended, or section 371 
of title 18, United States Code, involving an alleged violation of any provision of 
any such regulation or order, the court shall stay the proceeding— 

(i) during the period within which a complaint may be filed in the Emer- 
gency Court of Appeals pursuant to leave granted under paragraph (1) of 
this subsection with respect to such provision; 

(ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amended, or section 371 of title 18, United States Code, setting forth 
objections to the validity of such provision which the court finds to have 
been made in good faith; and 

(iii) during the pendency of any judicial proceeding instituted by the 
defendant under this section with respect to such protest or instituted by 
the defendant under paragraph (1) of this subsection with respect to such 
provision, and until the expiration of the time allowed in this section for the 
taking of further proceedings with respect thereto. 

Notwithstanding the provisions of this paragraph, stays shall be granted there- 
under in civil proceedings only after judgment and upon application made 
within five days after judgment. Notwithstanding the provisions of this para- 
graph, in the case of a proceeding under section 409 (a) or 706 (a) of the Act or 
section 206 (b) of the Housing and Rent Act of 1947, as amended, the court grant- 
ing a stay under this paragraph shall issue a temporary injunction or restraining 
order enjoining or restraining, during the period of the stay, violations by the 
defendant of any provision of the regulation or order involved in the proceeding. 
If any provision of a regulation or order is determined to be invalid by judgment 
of the Emergency Court of Appeals which has become effective in accordance with 
section 408 (b) of this title, any proceeding pending in any court shall be dis- 
missed, and any judgment in such proceeding vacated, to the extent that such 
proceeding or judgment is based upon violation of such provision. Except as 
provided in this subsection, the pendency of any protest under section 407 of this 
title, or judicial proceeding under this section, shall not be grounds for staying 
any proceeding brought pursuant to section £09 or 706 of this Act, section 205 or 
206 of the Housing and Rent Act of 1947, as amended, or section 371 of title 18, 
United States Code; nor, except as provided in this subsection, shall any retro- 
active effect be given to any judgment setting aside a provision of a regulation 
or order issued under this title.“ 


SEC, 409. INJUNCTION, IMPRISONMENT AND ACTION FOR DAMAGES 


EC(a) Whenever in the judgment of the President any person has engaged or 
is about to engage in any acts or practices which constitute or will constitute 
a Violation of any provision of section 405 of this title, he may make application 
to the appropriate court for an order enjoining such acts or practices, or for an 
order enforcing compliance with such provision, and upon a showing by the 
President that such person has engaged or is about to engage in any such acts 
or practices a permanent or temporary injunction, restraining order, or other 
order shall be granted without bond.J 

(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of section 405 of this title, he may make application to 
any district court of the United States or any United States court of any Terri- 
tory or other place subject to the jurisdiction of the United States for an order 
enjoining such acts or practices, or for an order enforcing compliance with such 


#* Sec. 408 entirely revised by 113 (b), 1952 Amendments. 
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provision, and upon a showing by the President that such person has engaged or 
is about to engage in any such acts or practices a permanent or temporary in 
junction, restraining order, or other order, with or without such injunction or 
restraining order, shall be granted without bond.” 

(b) Any person who willfully violates any provision of section 405 of this title 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be subject 
to a fine of not more than $10,000, or to imprisonment for not more than one 
year, or both. Whenever the President has reason to believe that any person 
is liable to punishment under this subsection, he may certify the facts to the 
Attorney General, who may, in his discretion, cause appropriate proceedings to 
be brought. 

(c) If any person selling any material or service violates a regulation or order 
prescribing a ceiling or ceilings, the »erson who buys such material or service 
for use or consumption other than in the course of trade or business may, within 
one year from the date of the occurrence of the violation, except as hereinafter 
provided, bring an action against the seller on account of the overcharge. In 
any action under this subsection, the seller shall be liable for reasonable attor- 
ney’s fees and costs as determined by the court, plus whichever of the following 
sums is greater: (1) such amount not more than three times the amount of the 
overcharge, or the overcharges, upon which the action is based as the court in 
its discretion may determine, [but in no event shall such amount exceed the 
amount of the overcharge, or the overcharges, plus $10,000,] ° or (2) an amount 
not less than $25 nor more than $50 as the court in its discretion may determine: 
Provided, however, That such amount shall be the amount of the overcharge or 
overcharges if the defendant proves that the violation of the regulation or order 
in question was neither willful nor the result of failure to take practicable pre- 
cautions against the occurrence of the violation. For the purposes of this section 
the word “overcharge” shall mean the amount by which the consideration ex- 
ceeds the applicable ceiling. If any person selling any material or service 
violates a regulation or order prescribing a ceiling or ceilings and the buyer 
either fails to institute an action under this subsection within thirty days from 
the date of the occurrence of the violation or is not entitled for any reason to 
bring the action, the President may institute such action on behalf of the United 
States within such one-year period, or compromise with the seller the liability 
which might be assessed against the seller in such an action. If such action is 
instituted, or such liability is compromised by the President, the buyer shall 
thereafter be barred from bringing an action for the same violation or violations. 
Any action under this subsection by either the buyer or the President, as the 
case may be, may be brought in any court of competent jurisdiction. A judg- 
ment in an action for damages, or a compromise, under this subsection shall be 
a bar to the recovery under this subsection of any damages in any other action 
against the same seller on account of sales made to the same purchaser prior to 
the institution of the action in which such judgment was rendered, or prior to 
such compromise. The President may not institute any action under this sub- 
section on behalf of the United States— 

(1) if the violation arose because the person selling the material or service 
acted upon and in accordance with the written advice and instructions of the 
President or any official authorized to act for him; 

(2) if the violation arose out of the sale of any material or service to any 
agency of the Government, and such sale was made pursuant to the lowest bid 
made in response to an invitation for competitive bids. 

(d) The President shall also prescribe the extent to which any payment 
made by way of fine pursuant to subsection (b) of this section 409, or any pay- 
ment made to the United States or to any buyer in compromise or satisfaction 
of any liability or of any right of action, suit, or judgment, authorized pursuant 
to subsection (c) of this section 409 for selling any material or service, in viola- 
tion of a regulation or order providing a ceiling or ceilings, shall be disregarded 
by the executive departments and other governmental agencies in determinating 
the costs or erpenses of any such person for the purposes of any other law or 
regulation.” 

(e) The term “court of competent jurisdiction” as used in this section shall 
mean any Federal court of competent jurisdiction regardless of the amount in 
controversy and any State or Territorial court of competent jurisdiction.” 





# Revised hy sec. 194 (j). 1951 Amendments. 
#9 Deleted by sec. 104 (k), 1951 Amendments. 
8 Added by sec, 104 (1), 1951 Amendments. 

St Added by sec. 104 (1), 1951 Amendments. 
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SEC. 410. GOVERNMENT PURCHASE OF CHICKENS AND TURKEYS 


Each contract providing for the purchase of processed chickens or turkeys by 


any department or agency of the United States from any contractor, entered into 
at any time when ceiling prices are in effect under this Act for whichever of 
such fowl is covered by such contract, shall eontain the following provision 


(With such change as may be necessary to describe the fowl covered by the 
contract) : 

“The contractor represents that the contract price is based upon an estimated 
price paid to the producers for live chickens or live turkeys to be processed 
hereunder. In the event and to the extent that the actual price paid to the pro- 
ducers of live chickens or live turkeys purchased for the performance of this 
contract is less than such estimated price, the contract price shall be reduced by 
the same number of cents or fraction thereof, per pound.” 


SEC. 411. SUSPENSION OF REPORTING ® 


In the administration of this title, no person shall be required to furnish any 
reports or other information with respect to sales of materials or services at 
prices which are below ceiling, if such person certifies to the President that such 
sales were made at such prices. 


SEC. 412. SUSPENSION OF CONTROLS ® 


It is hereby declared to be the policy of the Congress that the President shall 
use the price, wage, and other powers conferred by this Act, as amended, to 
promote the earliest practicable balance between production and the demand 
therefor of materials and services, and that the general control of wages and 
prices shall be terminated as rapidly as possible consistent with the policies and 
purposes set forth in this Act; and that pending such termination, in order to 
avoid burdensome and unnecessary reporting and record keeping which retard 
rather than assist in the achievement of the purposes of this Act, price or wage 
regulations and orders, or both, shall be suspended in the case of any material 
or service or type of employment where such factors as condition of supply, 
existence of below ceiling prices, historical volatility of prices, wage pressures 
and wage relationships, or relative importance in relation to business costs or 
living costs will permit, and to the extent that such action will be consistent 
with the avoidance of a cumulative and dangerous unstabilizing effect. It is 
further the policy of the Congress that when the President finds that the termi- 
nation of the suspension and the restoration of ceilings on the sales or charges 
for such material or service, or the further stabilization of such wages, salaries, 
and other compensation, or both, is necessary in order to effectuate the purposes 
of this Act, he shall by regulation or order terminate the suspension. 


TITLE V.—SETTLEMENT OF LABOR DISPUTES 
SEC. 501, SETTLEMENT OF LABOR DISPUTES 


It is the intent of Congress, in order to provide for effective price and wage 
stabilization pursuant to title IV of this Act and to maintain uninterrupted pro- 
duction, that there be effective procedures for the settlement of labor disputes 
affecting national defense. 


SEC. 502, POLICY 


The national policy shall be to place primary reliance upon the parties to any 
labor dispute to make every effort through negotiation and collective bargaining 
and the full use of mediation and conciliation facilities to effect a settlement in 
the national interest. To this end, the President is authorized (1) to initiate 
voluntary conferences between management, labor, and such persons as the Presi- 
dent may designate to represent government and the public, and (2) subject to 
the provisions of section 503, to take such action as may be agreed upon in any 
such conference and appropriate to carry out the provisisions of this title. The 
President may designate such persons or agencies as he may deem appropriate 
to carry out the provisions of this title[.]J: Provided, however, That in any dis- 
pute between employees and carriers subject to the Railway Labor Act, as 





52 See 1 added by sec. 1 


41 14, 1952 Amendments, 
*% Sec. 412 added by sec. 114, 
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amended, the procedures of such Act shall be followed for the purpose of bringing 
about a settlement of such dispute. Any agency provided for by such Act, includ- 
ing any panel or panel board established by the President for the adjustment of 
disputes arising under the Railway Labor Act, as a prerequisite to effecting or 
recommending a settlement of such dispute, shall make a specific finding and 
certification that the changes proposed by such settlement or recommended settle- 
ment, are consistent with such standards as may then be in effect, established by 
or pursuant to law, for the purpose of controlling inflationary tendencies: Pro- 
vided further, That in any nondisputed wage or salary adjustments proposed as a 
result of voluntary agreement through collective bargaining, mediation, or other- 
wise, the same finding and certification of consistency with existing stabilization 
policy shall be made by the separate panel, chairman thereof, or boards as estab- 
lished and authorized by the President. Where such finding and certification are 
made by such agency, panel, chairman thereof, or boards, they shall after approral 
by the Economic Stabilizetion Administrator be conclusive and it shall then be 
lawful for the employees and carriers, by agreement, to put into effect the changves 
proposed by the settlement, recommended settlement, or voluntary proposal with 
respect to which such findings and certification were made.” 


SEC, 503. PREVAILING PRACTICES AND LAWS 


In any such conference, due regard shall be given to terms and conditions of 
employment established by prevailing collective bargaining practice which will 
be fair to labor and management alike, and will be consistent with stabilization 
policies established under this Act. [[No action inconsistent with the provisions 
of the Fair Labor Standards Act of 1938, as amended, other Federal labor stand- 
ards statutes, the Labor Management Relations Act, 1947, or with other applicable 
laws shall be taken under this title.] No action inconsistent with the provisions 
of the Fair Labor Standards Act of 1938, as amended, olher Federal labor stand- 
ards statutes, the Labor Management Relations Act, 1947, the Railway Labor Act, 
as amended, or with other applicable laws shall be taken under this title.” 

It is the sense of the Congess that, by reason of the work stoppage now exist- 
ing in the steel industry, the national safety is imperiled, and the Congress 
therefore requests the President to invoke immeditaely the national emergency 
provisions (sections 206 to 210, inclusive) of the Labor-Management Relations 
Act, 1947, for the purpose of terminating such work stoppage." 


TITLE VI—CONTROL OF [CONSUMER AND]” REAL ESTATE 
CREDIT 


THIS TITLE AUTHORIZES THE REGULATION OF [CONSUMER CREDIT 
AND] REAL ESTATE CONSTRUCTION CREDIT ONLY 


[sec. 601. STANDARDS] 


[To assist in carrying out the objectives of this Act, the Board of Governors 
of the Federal Reserve System is authorized, notwithstanding the provisions of 
Public Law 386, Eightieth Congress (61 Stat. 921), to exercise consumer credit 
controls in accordance with and to carry out the provisions of Executive Order 
Numbered 8843 (August 9, 1941) until such time as the President determines that 
the exercise of such controls is no longer necessary, but in no event beyond the 
date on which this section terminates. 

In the ewercise of its authority under this section, the Board shall not (1) 
require a down payment of more than one-third or fir a maximum maturity of 
less than eighteen months in connection with instalment credit extended for the 
purchase of a new or used automobile, or (2) require a down payment of more 
than 15 per centum or fir a maximum maturity of less than eighteen months in 
connection with instalment credit extended for the purchase of any household 
appliance (including phonogruphs and radios and television sets), or (3) re- 
quire a down payment of more than 15 per centum or fir a maximum maturity 





% Proviso added by sec. 105 (b), 1951 Amendments. 
5° Sentence revised by sec. 105 (c), 1952 Amendments. 
* Sentence added by sec. 115, 1952 Amendments. 

5? Deleted by sec. 116 (a), 1952 Amendments. 

5% Deleted by sec. 116 (a), 1952 Amendments. 
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of less than eighteen months in connection with instalment credit extended for 
the purchase of household furniture and floor coverings (the down payments re- 
quired by the Board in the exercise of its authority under paragraphs (1), (2), 
and (8) may be made in cash, or by trade-in or exchange of property, or by @ 
combination of cash and trade-in or exchange of property), or (4) require a 
down payment of more than 10 per centum or fix a maximum maturity of less 
than thirty-sie months in connection with instalment credit extended for residen- 
tial repairs, alterations, or improvements or require any down payment on roof- 
ing or siding repairs, alterations or improvements in advance of completion 
thereof.j™ 
SEC, 602. REAL ESTATE CONSTRUCTION CREDIT 


(a) To assist in carrying out the purposes of this Act, the President is author- 
ized from time to time to prescribe regulations with respect to such kind or 
kinds of real estate construction credit which thereafter may be extended as, in 
his judgment, it is necessary to regulate in order to prevent or reduce excessive 
or untimely use of or fluctuations in such credit. Such regulations may, among 
other things, prescribe maximum loan or credit values, minimum down pay- 
ments in cash or property, trade-in or exchange values, maximum maturities, 
maximum amounts of credit, rules regarding the amount, form, and time of 
various payments, rules against any credit in specified circumstances, rules 
regurding consolidations, renewals, revisions, transfers, or assignments of 
credit, and rules regarding other similar or related matters. Such regulations 
may classify persons and transactions and may apply different requirements 
thereto, and may include such administrative provisions as in the judgment of 
the President are reasonably necessary in order to effectuate the purposes of 
this section or to prevent evasions thereof, 

In prescribing and suspending such regulations, including changes from time 
to time to take account of changing conditions, the President shall consider, 
among other factors, (1) the level and trend of real estate construction credit 
and the various kinds thereof, (2) the effect of the use of such credit upon 
(i) purchasing power and (ii) demand for real property and improvements 
thereon and for other goods and services, (8) the need in the national economy 
for the maintenance of sound credit conditions, and (4) the needs for increased 
defense production. 

(b) No person shall extend or maintain any real estate construction credit, 
or renew, revise, consolidate, refinance, purchase, sell, discount, or lend or bor- 
row on, any obligation arising out of any such credit, or arrange for any of the 
foregoing, in contravention of any regulation prescribed by the President pur- 
suant to this section. Any person who extends or maintains any such credit, 
or renews, revises, consolidates, refinances, purchases, sells, discounts, or lends 
or borrows on, any obligation arising out of any such credit, or arranges for any 
of the foregoing, shall make, keep, and preserve for such periods, such accounts, 
correspondence, memoranda, papers, books, and other records, and make such 
reports, under oath or otherwise, as the President may by regulation require 
as necessary or appropriate in order to effectuate the purposes of this section; 
and such accounts, correspondence, memoranda, papers, books, and other records 
shall be subject at any time to such reasonable periodic, special, or other ex- 
aminations by examiners or other represenatives of the President as the 
President may deem necessary or appropriate. The requirements of this sec- 
tion apply whether a person is acting as principal, agent, broker, vendor, or 
otherwise, 

(c) To assist in carrying out the purposes of this section, the President by 
regulation may require transactions or persons or classes thereof subject to this 
section to be registered; and, after notice and opportunity for hearing, the Presi- 
dent by order may suspend any such registration for violation of this section or 
any regulation prescribed by the President pursuant to this section. The pro- 
visions of section 25 of the Securities Exchange Act of 1934, as amended, shall 
apply in the case of any such order of the President in the same manner that 
such provisions apply in the case of orders of the Securities and Exchange Com- 
mission under that Act. In carrying out this section the President may act 
through and may utilize the services of the Board of Governors of the Federal 
Reserve System, the Federal Reserve banks, and any other agencies, Federal or 
State, which are available and appropriate. 


* Second paragraph added by sec. 106 (a), 1951 Amendments. Entire section repealed 
by sec. 116 (a), 1952 Amendments, 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 301 


(dad) For the purposes of this section, unless the context otherwise requires, the 
following terms shall have the following meanings, but the President may in his 
regulations further define such terms and, in addition, may define technical, 
trade, accounting, and other terms, insofar as any such detinitions are not in- 
consistent with the provisions of this section: 

(1) “Real estate construction credit’? means any credit which (i) is wholly or 
partly secured by, (ii) is for the purpose of purchasing or carrying, (iii) is for 
the purpose of financing, or (iv) involves a right to acquire or use, new construc- 
tion on real property or real property on which there is new construction. As used 
in this paragraph the term “new construction” means any structure, or any 
major addition or major improvement to a structure, which has not been begun 
before 12 o'clock meridian, August 3, 1950. As used in this paragraph the term 
“real property” includes leasehold and other interests therein. Notwithstanding 
the foregoing provisions oi this paragraph, the te1m “real estate construction 
credit” shall not include any loan or loans made, insured, or guaranteed by any 
department, independent establishment or agency in the executive branch of the 
United States, or by any wholly owned Government corporation, or by any mixed- 
ownership Government corporation as defined in the Government Corporation 
Control Act, as amended. 

(2) “Credit” means any loan, mortgage, deed of trust, advance, or discount: 
any conditional sale contract; any contract to sell or sale or contract of sale, 
of property or services, either for present or future delivery, under which part 
or all of the price is payable subsequent to the making of such sale or contract; 
any rental-purchase contract, or any contract for the bailment, leasing, or other 
use of property under which the bailee, lessee, or user has the option of becoming 
the owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or 
purt of the payments required by such contract applied to the purchase price 
of such property or similar property ; any option, demand, lien, pledge, or similar 
claim against, or for the delivery of property or money; any purchase, discount, 
or other acquisition of, or any credit under the security of, any obligation or 
claim arising out of any of the foregoing; and any transaction or series of trans- 
actions having a similar purpose or effect. 


SEC. 603. WILLFUL VIOLATION 


[Any person who willfully violates any provision of section 601 or 602 or any 
regulation or order issued thereunder, upon conviction thereof, shall be fined 
not more than $5,000 or imprisoned not more than one year, or both.J 

Any person who willfully violates any provision of section 601, 602, or 605 or 
any regulation or order issued thereunder, upon conviction thereof, shall be fined 
not more than $5,000 or imprisoned not more than one year, or beth: 


SEC. 604. SECURITIES EXCHANGE ACT OF 1934 


All the present provisions of sections 21 and 27 of the Securities Exchange Act 
of 1934, as amended (relating to investigations, injunctions, jurisdictions, and 
other matters), shall be as fully applicable with respect to the exercise by the 
board of Governors of the Federal Reserve System of credit controls under 
section 601 as they are now applicable with respect to the exercise by the 
Securities and Exchange Commission of its functions under that Act, and the 
Foard shall have the same powers in the exercise of such credit controls as the 
Commission now has under the said sections 21 and 27. 


SEC. 605. MODIFICATION OF REAL ESTATE CREDIT CONDITIONS } VETERANS’ PREFERENCES 


To assist in carrying out the objectives of this Act the President may at any 
time or times, notwithstanding any other provision of law, reduce, for such period 
as he shall specify, the maximum authorized principal amounts, ratios of loan to 
value or cost, or maximum maturities of any type or types of loans on real estate 
which thereafter may be made, insured, or guaranteed by any department, inde- 
pendent establishment, or agency in the executive branch of the United States 
Government, or by any wholly owned Government corporation or by any mixed- 
ownership Government corporation as defined in the Government Corporation 
Control Act, as amended, or reduce or suspend any such authorized loan program, 
upon a determination, after taking into consideration the effect thereof upon 
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conditions in the building industry and upon the national economy and the needs 
for increased defense production, that such action is necessary in the public 
interest: Provided, That in the exercise of these powers, the President shall 
preserve the relative credit preferences accorded to veterans under existing law. 
Subject to the provision of this section with respect to preserving the relative 
credit preferences accorded to veterans under ewvisting law, the President may 
require lenders or borrowers and their successors and assigns to comply with 
reasonable conditions and requirements, in addition to those provided by other 
laws, connection with any loan of a type which has been the subject of action 
by the President under this section. Such conditions and requirements may vary 


for classifications of persons or transactions as the President may prescribe, and 
failure to comply therewith shall constitute a violation of this section.” 
SEC, 606. DOWN PAYMENT REQUIREMENTS ON VETERANS’ HOMES ™ 
Vot more than 10 per centum down payment shall be required pursuant to 
section 602 or section 605 of this Act in connection with the loan on any home 
not made or guaranteed by the Veterans’ Administration and the transaction 
price of which home does not exceed $7,000; nor more than 15 per centum in con- 
nection with any such loan on any home the transaction price of which exceeds 
$7,000 but does not exceed $10,000; nor more than 20 per centum in connection 
with any such loan on any home the transaction price of which exceeds $10,000 
but does not exceed $12,000. The term of any loan referred to in the preceding 
sentence or in the last proviso of section 605 shall not be required to be less than 
twenty-five years. 


SEC. 607. RELAXATION OF CREDIT CONTROLS ® 


Notwithstanding the provisions of sections 602 and 605 of this title, the author- 
ity of the President which is derived from said sections to impose credit regula- 
tions relative to residential property shall not be exercised with respect to 
extensions of credit made during any “period of residential credit control relax- 
ation”, as that term is herein defined, in such manner as to impose any down 
payment requirement in excess of 5 per centum of the transaction price. The 
President shall cause to be made estimates of the number of permanent, non- 
farm, family dwelling units, the construction of which has been started during 
each calendar month and, on the basis of such estimates, he shall cause to be 
made estimates of the annual rate of construction starts during each such month, 
after making reasonable allowance for seasonal variations in the rate of con- 
struction. If for any three consecutive months the annual rate of construction 
starts so found for each of the three months falls to a level below an annual 
rate of 1,200,000 starts per year, the President shall cause to be published in the 
Federal Register an announcement of the beginning of a “period of residential 
credit control relaxation”, which period shall begin not later than the first day 
of the second calendar month following such three consecutive months. Each 
such relaxation period may be terminated by the President at any time after 
the annual rate of construction starts thereafter estimated for each of any three 
consecutive months exceeds the level referred to in the preceding sentence. 


TITLE VII—GENERAL PROVISIONS 


SEC. 701. ENCOURAGEMENT OF SMALL-BUSINESS ENTERPRISES 


(a) It is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the objectives 
of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and 
agencies under this Act: 

ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 


* Added by sec. 106 (c), 1951 Amendments. 

®2 Sec, 606 added by Defense Housing and Community Facilities and Services Act of 
1951, Act of Sept. 1, 1951, c. 378, sec. 602 (b), 65 Stat. 293. 

63 Sec, 607 added by sec. 116 (b), 1952 Amendments, 
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and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry; 

(iii) in administering this Act, such exemptions shall be provided for 
small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

(c) Whenever the President invokes the power given him in this Act to allo- 
cate, Or approve agreements allocating, any material, to an extent which the 
President finds will result in a significant dislocation of the normal distribution 
in the civilian market, he shall do so in such a manner as to make available, 
so far as practicable, for business and various segments thereof in the normal 
channel of distribution of such material, a fair share of the available civilian 
supply based, so far as practicable, on the share received by such business under 
normal conditions during a representative period preceding June 24, 1950 [and 
having due regard to the needs of new businesses.] and having due regard to 
the current competitive position of established business: Provided, That the 
limitations and restrictions imposed on the production of specific items shall 
not erclude new concerns from a fair and reasonable share of total authorized 
production.“ 


SEC. 702. DEFINITIONS 


As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, 
association, or any other organized group of persons, or legal successor or repre 
sentative of the foregoing, and includes the United States or any agency thereof, 
or any other government, or any of its political subdivisions, or any agency of any 
of the foregoing: Provided, That no punishment provided by this Act shall apply 
to the United States, or to any such government, political subdivision, or govern- 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(c) The word “facilities” shall not include farms, churches or other places 
of worship, or private dwelling houses. 

(d) The term “national defense” means the operations and activities of the 
armed forces, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly and substantially concerned with the na- 
tional defense, or operations or activities in connection with the Mutual Defense 
Assistance Act of 1949, as amended. 

(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions to 
or payments of insurance or welfare benefits, employer contributions to a pension 
fund or annuity, payments in kind, and premium overtime payments. 


SEC. 703. DELEGATIONS; NEW AGENCIES 


(a) Except as otherwise specifically provided, the President may delegate 
any power or authority conferred upon him by this Act to any officer or agency 
of the Government, including any new agency or agencies (and the President is 
hereby authorized to create such new agencies, other than corporate agencies, as 
he deems necessary), and he may authorize such redelegations by that officer 
or agency as the President may deem appropriate. [The President is authorized 
to appoint heads and assistant heads of any such new agencies, and other offi- 
cials therein of comparable status, and to fix their compensation, without regard 
to the Classification Act of 1949, as amended, at rates comparable to the com- 
pensation paid to the heads and assistants heads of independent agencies of 
the Government.] The President is authorized to appoint heads and assistant 
heads of any such new agencies, and other officials therein of comparable status, 
and to fix their compensation, without regard to the Classification Act of 1949, 
as amended, the head of one such agency to be paid at a rate comparable to the 
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compensation paid to the heads of executive departments of the Government, 
and other such heads, assistant heads, and officials at rates comparable to the 
compensation paid to the heads and assistant heads of independent agencies of 
the Government.” Any officer or agency may employ civilian personnel for duty 
in the United States, including the District of Columbia, or elsewhere, without 
regard to section 14 of the Federal Employees Pay Act of 1946 (60 Stat. 219), 
as the President deems necessary to carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to ad- 
minister the authority conferred by title IV of this Act shall be appointed by 
the President, by and with the advice and consent of the Senate. There shall be 
included among the policy-making officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office whose governor requests such representation.” 


SEC. 704, ISSUANCE OF REGULATIONS 


The President may make such rules, regulations, and orders as he deems neces- 
sary or appropriate to carry out the provisions of this Act. Any regulation or 
order under this Act may be established in such form and manner, may contain 
such classifications and differentiations, and may provide for such adjustments 
and reasonable exceptions as in the judgment of the President are necessary 
or proper to effectuate the purposes of this Act, or to prevent circumvention or 
evasion, or to facilitate enforcement of this Act, or any rule, regulation, or order 
issued under this Act. No rule, regulation, or order issued under this Act which 
restricts the use of natural gas (either directly, or by restricting the use of facili- 
ties for the consumption of natural gas, or in any other manner) shall apply in 
any State in which a public regulatory agency has authority to restrict the use 
of natural gas and certifies to the President that it is exercising that authority 
to the extent necessary to accomplish the objectives of this Act.” 

SEC. 705. OBTAINING INFORMATION 

(a) The President shall be entitled, while this Act is in effect and for a period 
of two years thereafter, by regulation, subpena, or otherwise, to obtain such in- 
formation from, require such reports and the keeping of such records by, make 
such inspection of the books, records, and other writings, premises or property 
of, and take the sworn testimony of, and administer oaths and affirmations to," 
any person as may be necessary or appropriate, in his discretion, to the enforce- 
ment or the administration of this Act and the regulations or orders issued there- 
under. The President shall issue regulations insuring that the authority of this 
subsection will be utilized only after the scope and purpose of the investigation, 
inspection, or inquiry to be made have been defined by competent authority, and 
it is assured that no adequate and authoritative data are available from any 
Federal or other responsible agency. In case of contumacy by, or refusal to 
obey a subpena served upon, any person referred to in this subsection, the dis- 
trict court of the United States for any district in which such person is found 
or resides or transacts business, upon application by the President, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony 
or to appear and produce documents, or both; and any failure to obey such 
order of the court may be punished by such court as a contempt thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any trans- 
action, matter, or thing concerning whick he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, docu- 
mentary or otherwise, except that such natural person so testifying shall not 
be exempt from prosecution and punishment for perjury committed in so testify- 
ing: Provided, That the immunity granted herein from prosecution and punish- 
ment and from any penalty or forfeiture shall not be construed to vest in any 


* Sentence revised by sec. 109 (a), 1951 Amendments. 
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individual any right to priorities assistance, to the allocation of materials, or to 
any other benefit which is within the power of the President to grant under any 
provision of this Act. 

(c) The production of a person’s books, records, or other documentary evidence 
shall not be required at any place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such books, records, 
or other documentary evidence. Witnesses shall be paid the same fees and mile- 
age that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform ary act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000 or imprisoned for not more 
than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel.” 


SEC. 706. INJUNCTIONS; VENUE; SERVICE OF PROCESS 


(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of this Act, he may make application to the appro- 
priate court for an order enjoining such acts or practices, or for an order en- 
forcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, [or other order shall 
be granted without bond.] or other order, with or without such injunction or 
restraining order, shall be granted without bond.” 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdicion of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any liability 
or duty created by, or to enjoin any violation of, this Act or any rule, regulation, 
erder, or subpena thereunder. Any criminal proceeding on account of any such 
violation may be brought in any district in which any act, failure to act, or 
transaction constituting the violation occurred. Any such civil action may be 
brought in any such district or in the district in which the defendant resides or 
transacts business. Process in such cases, criminal or civil, may be served in 
any district wherein the defendant resides or transacts business or wherever 
the defendant may be found; the subpena for witnesses who are required to at- 
tend a court in any district in such case may run into any other district. The 
termination of the authority granted in any title or section of this Act, or of 
any rule, regulation, or order issued thereunder, shall not operate to defeat any 
suit, action, or prosecution, whether theretofore or thereafter commenced, with 
respect to any right, liability, or offense incurred or committed prior to the ter- 
mination date of such title or of such rule, regulation, or order. No costs shall 
be assessed against the United States in any proceeding under this Act. All 
litigation arising under this Act or the regulations promulgated thereunder shall 
be under the supervision and control of the Attorney General. 
regulation, or order issued pursuant to this Act notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other com- 


SEC. 707. EXCULPATORY PROVISION 


No person shall be held liable for damages or penalties for any act or failure 
to act resulting directly or indirectly from [his]™ compliance with a rule, 
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petent authority to be invalid. No person shall discriminate against orders or 
contracts to which priority is assigned or for which materials or facilities are 
allocated under title I of this Act or under any rule, regulation, or order issued 
thereunder, by charging higher prices or by imposing different terms and con- 
ditions for such orders or contracts than for other generally comparable orders 
or contracts, or in any other manner. 


SEC, 708. VOLUNTARY AGREEMENTS 


(a) The President is authorized to consult with representatives of industry, 
business, financing, agriculture, labor, and other interests, with a view to en- 
couraging the making by such persons with the apvroval by the President of 
voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this Act 
is in effect, if requested by the President pursuant to a voluntary agreement or 
program approved under subsection (a) and found by the President to be in the 
public interest as contributing to the national defense shall be construed to be 
within the prohibition of the antitrust laws or the Federal Trade Commission 
Act of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
be furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 
publication thereof would, in the opinion of the President, endanger the national 


secur 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless other- 


wise required to be so appointed, and (2) upon the condition that such officials 
consult with the Attorney General and with the Chairman of the lederal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (3) upon the condition that such officials obtain the approval of the 
Attorney General to any request thereunder before making the request. For 
the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a 
single official of the Government, 

(d) Upon withdrawal of any request or finding made hereunder the pro- 
Visions of this section shall not apply to any subsequent act or omission to act 
by reason of such tinding or request 

(e) The Attorney General is directed to make, or request the Federal Trade 
Comission to make for him, surveys for the purpose of determining any factors 
Which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. The Attorney General shall 
submit to the Congress and the President within ninety days after the approval 
of this Act, and at such times thereafter as he deems desirable, reports setting 
forth the resuits of such surveys and including such recommendations as he 
may deem desirable. 

(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credit shall be 
approved or carried out under this section.” 


SEC. 709. STATEMENTS OF CONSIDERATION 


The functions exercised under this Act shall be excluded from the operation 
of the Administrative Procedure Act (60 Stat. 237) except as to the require- 
ments of section 3 thereof. Any rule, regulation, or order, or amendment thereto, 
issued under authority of this Act shall be accompanied by a statement that in 
the formulation thereof there has been consultation with industry representa- 
tives, including trade association representatives, and that consideration has 
been given to their recommendations, or that special circumstances have rendered 
such consultation impracticable or contrary to the interest of the national de- 
fense, but no such rule, regulation, or order shall be invalid by reason of any 
subsequent finding by judicial or other authority that such a statement is in- 
accurate. 


™ Added by sec. 116 (c), 1952 Amendments. 
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SEC. 710. SUPER GRADES; CONSULTANTS; SPECULATION 


(a) The President, to the extent he deems it necessary and appropriate in order 
to carry out the provisions of this Act, is authorized to place positions and employ 
persons temporarily in grades 16, 17, and 18 of the General Schedule established 
by the Classification Act of 1949, and such positions shall be additional to the 
number authorized by section 505 of that Act. 

(b) The President is further authorized, to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Act, and subject to 
such regulations as he may issue, to employ persons of outstanding experience 
and ability without compensation; and he is authorized to provide by regula- 
tion for the exemption of such persons from the operation of sections 281, 283, 
284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. S. C. 99). Persons appointed under the authority of this 
subsection may be allowed transportation and not to exceed $15 per diem in lieu 
of subsistence while away from their homes or regular places of business pur- 
suant to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and ap- 
propriate in order to carry out the provisions of this Act to employ experts and 
consultants or organizations thereof, as authorized by section 55a of title 5 of 
the United States Code. Individuals so employed may be compensated at 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed $15 
per diem in lieu of subsistence and other expenses while so employed. The 
President is authorized to provide by regulation for the exemption of such per- 
sons from the operation of sections 281, 283, 254, 454, and 1914 of title 18 of 
the United States Code and section 190 of the Revised Statutes (5 U. S. C. 99). 

(d) The President may utilize the services of federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be needed; 
and he is authorized to provide by regulation for the exemption of persons whose 
services sre utilized under this subsection from the operation of sections 281, 
2835, 284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. 8. C. 99). 

(e) Whoever, being an officer or employee of the United States or any de 
partment or agency thereof (including any Member of the Senate or House of 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or in- 
directly on any commodity exchange, or (2) discloses such information for the 
purpose of aiding any other person so to speculate, shail be fined not more than 
$10,000 or imprisoned not more than one year, or both. As used in this section, 
the term “speculate” shall not include a legitimate hedging transaction, or a 
purchase or sale which is accomplanied by actual delivery of the commodity. 

(f) The President, when he deems such action necessary, may make provi- 
sion for the printing and distribution of reports, in such number and in such 
manner as he deems appropriate, concerning the actions taken to carry out the 
objectives of this Act.” 

SEC. 711. APPROPRIATIONS 


There are hereby authorized to be appropriated such sums as may be neces- 
sary and appropriate for the carrying out of the provisions and purposes of this 
Act by the President and such agencies as he may designate or create. Funds 
made available for the purposes of this Act may be allocated or transferred for 
any of the purposes of this Act, with the approval of the Bureau of the Budget, 
to any agency designated to assist in carrying out this Act. Funds so allocated 
or transferred shall remain available for such period as may be specified in the 
Acts making such funds available. 


SEC, 712. JOINT CONGRESSIONAL COMMITTEE ON DEFENSE PRODUCTION 


(a) There is hereby established a joint congressional committee to be known 
as the Joint Committee on Defense Production (hereinafter referred to as the 
committee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and Cur- 
rency of the Senate, three from the majority and two from the minority party, 
to be appointed by the chairman of the committee; and 
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(2) Five members who are members of the Committee on Banking and Cur- 
rency of the House of Representatives, three from the majority and two from 
the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 
man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives. 

(b) [lt shall be the function of the committee to make a continuous study of 
the programs authorized by this Act, and to review the progress achieved in the 
execution and administration of such programs.] Jt shall be the function of 
the Committee to make a continuous study of the programs and of the fairness 
to consumers of the prices authorized by this Act and to review the progress 
achieved in the execution and administration thereof.“ Upon request, the com- 
mittee shall aid the standing committees of the Congress having legislative juris- 
diction over any part of the programs authorized by this Act; and it shall make 
a report to the Senate and the House of Representatives, from time to time, con- 
cerning the results of its studies, together with such recommendations as it may 
deem desirable. Any department, official, or agency administering any of such 
programs shall, at the request of the committee, consult with the committee, from 
time to time, with respect to their activities under this Act. 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by 
subpena (to be issued under the signature of the chairman or vice chairman of 
the committee) or otherwise the attendance of such witnesses and the production 
of such books, papers, and documents, to administer such oaths, to take such 
testimony, to procure such printing and binding, and to make such expenditures 
as it deems advisable. The cost of stenographic services to report such hearings 
shall not be in excess of 25 cents per hundred words. The provisions of sections 
102 to 104, inclusive, of the Revised Statutes shall apply in case of any failure 
of any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Clas- 
sification Act of 1949, as amended, fix the compensation of such experts, con- 
sultants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$50,000 in any riscal year, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out 
of the contingent fund of the House of Representatives, such contingent fund to 
be reimbursed from the contingent fund of the Senate in the amount of one-half 
of disbursements so made without regard to any other provision of law. 


SEC, 713. TERRITORIAL APPLICABILITY 


The provisions of this Act shall be applicable to the United States, its Terri- 
tories and possessions, and the District of Columbia. 


SEC, 714. SMALL DEFENSE PLANTS ADMINISTRATION 


(a) (1) It is the sense of the Congress that small-business concerns be en- 
couraged to make the greatest possible contribution toward achieving the objec- 
tives of this Act. In order to carry out this policy there is hereby created an 
agency under the name ‘Small Defense Plants Administration’ (hereinafter re- 
ferred to as the Administration), which Administration shall be under the general 
direction and supervision of the President and shall not be affiliated with or be 
within any other agency or department of the Federal Government. The princi- 
pal office of the Administration shall be located in the District of Columbia, but 
the Administration may establish such branch offices in other places in the United 
Siates as may be determined by the Administrator of the Administration. For 
the purposes of this section, a small-business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
o/ employees, dollar volume of business, and nondominance in its field. 


™ Sentence revised by sec. 119, 1952 Amendments. 
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(2) The Administration is authorized to obtain money from the Treasury of 


the United States, for use in the performance of the powers and duties granted 
to or imposed upon it by law, not to exceed a total of $50,000,000 outstanding at 
any one time. For this purpose appropriations not to exceed $50,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested by 
the Administration. This revolving fund shall be used for the purposes enu- 
merated subsequently in subsection (b) (1) (B), (C), and (D). Reimburse- 
ments made to the Administration under these operations shall revert to the 
revolving fund for use for the same purposes. 

(3) The management of the Administration shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and consent of 
the Senate, and who shall be a person of outstanding qualifications known to be 
familiar and sympathetic with small-business needs and problems. The Ad- 
ministrator shall receive compensation at the rate of $17,500 per annum. The 
Administrator shall not engage in any other business, vocation, or employment 
than that of serving as Administrator. The Administrator is authorized to ap- 
point two Deputy Administrators to assist in the execution of the functions vested 
in the Administration. Deputy Administrators shall be paid at the rate of 
$15,000 per annum. 

(4) The Administration shall not have succession, beyond June 30, [1952] 
1953," except for purposes of liquidation, unless its life is extended beyond such 
date pursuant to an Act of Congress. It shall have power to adopt, alter, and 
use a seal, which shall be judicially noticed; to select and employ such officers, 
employees, attorneys, and agents as shall be necessary for the transaction of 
business of the Administration; to define their authority and duties, require 
bonds of them, and fix the penalties thereof. The Administration, with the con- 
sent of any board, commission, independent establishment, or erecutive depart- 
ment of the Government, may avail itself of the use of information, services, fa- 
cilities, including any field service thereof, officers, and employees thereof in 
carrying out the provisions of this section. 

(5) All moneys of the Administration not otherwise employed may be depos- 
ited with the Treasurer of the United States subject to check by authority of the 
Administration or in any Federal Reserve bank, The Federal Reserve banks are 
authorized and directed to act as depositaries, custodians, and fiscal agents for 
the Administration in the general performance of its powers conferred by this 
Act, Allinsured banks, when designated by the Secretary of the Treasury, shall 
act as custodians, and financial agents for the administration. 

(b) (1) Without regard to any other provision of law except the regulations 
prescribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration is empowered— 

(A) to recommend to the Reconstruction Finance Corporation loans or 
advances, on such terms and conditions and with such maturity as the Re- 
construction Finance Corporation may determine on its own discretion, to 
enable small-business concerns to finance plant construction, conversion, or 
expansion, including the acquisition of land; or finance the acquisition of 
equipment, facilities, machinery, supplies, or materials; or to finance re- 
search, development, and experimental work on new or improved products 
or processes ; or to supply such concerns with capital to be used in the manu- 
facture of articles, equipment, supplies, or materials for defense or essential 
civilian purposes; or to establish and operate technical laboratories to serve 
small-business concerns ; such loans or advances to be made or effected either 
directly by the Reconstruction Finance Corporation or in cooperation with 
banks or other lending institutions through agreements to participate in in- 
surance of loans, or by the purchase of participations, or otherwise; 

(B) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Administration to furnish articles, equipment, supplies, or materials to 
the Government ; 

(C) to arrange for the performance of such contracts by letting subcon- 
tracts to small-business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, or parts thereof, 
or servicing or processing in connection therewith, or such management serv- 
ices as may be necessary to enable the Administration to perform such con- 
tracts; and 





™ Date changed by sec. 121 (a), 1952 Amendments. 








310 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


(D) to provide technical and managerial aids to small-business concerns, 
by maintaining a clearinghouse for technical information, by cooperating with 
other Government ayencies, by disseminating information, and by such other 
activities as are deemed appropriate by the Administration. , 

(2) In any case in which the Administration certifies to any officer of the Gov- 
ernment having procurement powers that the Administration is competent to 
perform any specific Government procurement contract to be let by any such 
officers, such officer shall be authorized to let such procurement contract to the 
Administration upon such terms and conditions as may be agreed upon between 
the Administration and the procurement officer. 

(c) (1) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Administration, or for the 
purpose of obtaining money, property, or anything of value, under this section, 
shall be punished by a fine of not more than $5,000 or by imprisonment for not 
more than two years, or both. 

(2) Whoever, being connected in any capacity with the Administration (A) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, se 
curities, or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it, or (B) with intent to defraud the Administration or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
examiner of the Administration makes any false entry in any book, report, or 
statement of or to the Administration, or, without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(C) with intent to defraud participates, shares, receives directly or indirectly 
any money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administration, or (D) gives any unauthorized 
information concerning any future action or plan of the Administration which 
might affect the value of securities, or having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or cor- 
poration receiving loans or other assistance from the Administration shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
five years, or both. 

(d) (1) It shall be the duty of the Administration and it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

(2) It shall be the duty of the Administration and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance 
of all orders limiting or expanding production by, or in the formulation of policy 
in granting priorities to, business concerns. All such governmental agencies are 
required, before issuing such orders or announcing such priority policies, to con- 
sult with the Administration in order that small-business concerns will be most 
effectively utilized in the production af articles, equipment, supplies and ma- 
terials for national defense and essential civilian purposes. 

(e) The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary— 

(1) to make a conplete inventory of all productive facilities of small- 
business concerns which can be used for defense and essential civilian pro- 
duction or to arrange for such inventory to be made by any other govern- 
mental agency which has the facilities. In making any such inventory, the 
appropriate agencies in the several States shall be requested to furnish an 
inventory of the productive facilities of small-business concerns in each 
respective State if such an inventory is available or in prospect ; 

(2) to consult and cooperate with officers of the Government having pro- 
curement powers, in order to utilize the potential productive capacity of 
plants operated by small-business concerns ; 

(3) to obtain information as to methods and practices which Government 
prime contractors utilize in letting subcontracts and to take action to 
encourage the letting of subcontracts by prime contractors to small-business 
concerns at prices and on conditions and terms which are fair and equitable ; 

(4) to take such action, authorized under this section, as is necessary 
to provide small-business concerns with an adequate incentive, excluding 
subsidics, to engage in defense and essential civilian production and to 
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facilitate the conversion and equipping of plants of small-business concerns 
for such production; 

(5) to determine within any industry the concerns, firms, persons, corpo- 
rations, partnerships, cooperatives, or other business enterprises, which 
are to be designated “small-business concerns” for the purpose of effectuating 
the provisions of this section; 

(6) to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or 
group of such concerns to perform a specific Gevernment procurement 
contract ; 

(7) to obtain from any Federal department, establishment, or agency 
engaged in defense procurement or in the financing of defense procurement 
or production such reports concerning the letting of contracts and subcon- 
tracts and making of loans to business concerns as it may deem pertinent 
in carrying out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to the 
method of filling orders and the bases for allocating their supply, whenever 
it appears that any small business is unable to obtain materials for defense 
or essential civilian production from its normal sources; 

(9) to make studies and recommendations to the appropriate Federal 
agencies to insure a fair and equitable share of materials, supplies, and 
equipment to small-business concerns to effectuate the defense program or 
for essential civilian purposes ; 

(10) to consult and cooperate with all Government agencies for the 
purpose of insuring that small-business concerns shall receive fair and 
reasonable treatment from said agencies; and 

(11) to establish such advisory boards and committees wholly repre- 
sentative of small business as may be found necessary to achieve the purposes 
of this section. 

(f) (1) In any case in which a small-business concern or group of such con- 
cerns has been certified by or under the authority of the Administration to 
be a competent Government contractor with respect to capacity and credit as 
to a specific Government procurement contract, the officers of the Government 
having procurement powers are directed to accept such certification as con- 
clusive, and are authorized to let such Government procurement contract to 
such concern or group of concerns without requiring it to meet any other 
requirement with respect to capacity and credit. 

(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed 
with small-business concerns. To effectuate such policy, small-business con- 
cerns within the meaning of this section shall receive any award or contract 
or any part thereof as to which it is determined by the Administration and 
the contracting procurement agencies (A) to be in the interest of mobilizing 
the Nation’s full productive capacity, or (B) to be in the interest of the national 
defense program, to make such award or let such contract to a small-business 
concern. 

(3) Whenever materials or supplies are allocated by law, a fair and equitable 
percentage thereof shali be allocated to small plants unable to obtain the 
necessary materials or supplies from usual sources. Such percentage shall 
be determined by the head of the lawful allocating authority after giving full 
consideration to the claims presented by the Administration. 

(4) Whenever the President invokes the powers given him in this Act to 
allocate, or approve agreements allocating, any material, to an extent which 
the President finds will result in a significant dislocation of the normal distri- 
bution in the civilian market, he shall do so in such a manner as to mcke avail- 
able, so far as practicable, for business and various segments thereof in the 
normal channel of distribution of such material, a fair share of the available 
civilian supply based, 80 far as practicable, on the share received by such busi- 
ness under normal conditions during a representative period preceding June 24, 
1950: Provided, That the limitations and restrictions imposed on the produc- 
tion of specific itema should give due consideration to the needs of new concerns, 

(9g) The Administration shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker 
of the House of Representatives. Such report shall include the names of the 
business concerns to whom contracts are let, and for whom financing is arranged, 
by the Administration, together with the amounts involved, and such report 
shall include such other information, and such comments and recommendttions, 
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with respect to the relation of small-business concerns to the defense effort, 
as the Administration may deem appropriate. 

(h) The Administration is hereby empowered to make studies of the effect 
of price, credit, and other controls imposed under the defense program and 
whenever it finds that these controls discriminate against or impose undue 
hardship upon small business, to make recommendations to the appropriate 
Federal agency for the adjustment of controls to the needs of small business. 

(i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration 
as provided in (b) (1) (A) of this section not to exceed an aggregate of $100,- 
000,000 outstanding at any one time, on such terms and conditions and with such 
maturities as Reconstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, 
and duties of any department or agency which relates primarily to small-business 
problems. 

(k) No loan shall be recommended or equipment, facilities, or services fur- 
nished by the Administration under this section to any business enterprise unless 
the owners, partners, or officers of such business enterprise (1) certify to the 
Administration the names of any attorneys, agents, or other persons engaged by 
or on behalf of such business enterprise for the purpose of expediting applications 
made to the Administration for assistance of any sort, and the fees paid or to be 
paid to any such persons, and (2) execute an agreement binding any such business 
enterprise for a period of two years after any assistance is rendered by the Admin- 
istration to such business enterprise, to refrain from employing, tendering any 
office or employment to, or retaining for professional services, any person who, 
on the date such assistance or any part thereof was rendered, or within one year 
prior thereto, shall have served as an officer, attorney, agent or employee of the 
Administration occupying a position or engaging in activities which the Adminis- 
tration shall have determined involve discretion with respect to the granting of 
assistance under this section. 

(1) To the fullest extent the Administration deems practicable, it shall make 
a fair charge for the use of Government-owned property and make and let con- 
tracts on a basis that will result in a recovery of the direct costs incurred by the 
Administration. 

(#) There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the carrying out of the provisions and purposes of 
this section.” 

SEC. 715." SAVING PROVISION 


If any provision of this Act or the application of such provision to any person 
or circumstances shall be held invalid, the remainder of the Act, and the applica- 
tion of such provision to persons or circumstances other than those as to which 
it is held invalid, shall not be affected thereby. 

SEC. 716." STRIKES AGAINST GOVERNMENT 

That no person may be employed under this Act who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Govern- 
ment of the United States, or who advocates, or who is a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided, That for the purposes hereof an affidavit shall be 
considered prima facie evidence that the person making the affidavit has not 
contrary to the provisions of this section engaged in a strike against the Govern- 
ment of the United States, is not a member of an organization of Government 
employees that asserts the right to strike against the Government of the United 
States or that such person does not advocate, and is not a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided further, That any person who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Gov- 
ernment of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for which 
are paid from any appropriation or fund contained in this Act shall be guilty of 





™ New sec. 714 added by sec. 110 (a), 1951 Amendments, 
™ Formerly sec. 714; redesignated sec. 715 by sec. 110 (b), 1951 Amendments. 
"Formerly sec. 715; redesignated sec. 716 by sec. 110 (b), 1951 Amendments, 
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a felony and, upon conviction, shall be fined not more than $1,000 or imprisoned 

for not more than one year, or both: Provided further, That the above penalty 

clause shall be in addition to, and not in substitution for, any other provisions 

of existing law. . 
SEC, 717.” TERMINATION 

{(a) Titles I, II, Il], and VII of this Act and all authority conferred there- 
under shall terminate at the close of June 30, 1952, but such titles shall be effective 
after June 30, 1951 only to the extent necessary to aid in carrying out contracts 
relating to the national defense entered into by the Government prior to July 1, 
1951. 

(b) Titles IV, V, and VI of this Act and all authority conferred thereunder 
shall terminate at the close of June 30, 1951.] 

[(a) This Act and all authority conferred thereunder shall terminate at the 
close of June 30, 1952.]” 

(a) Titles I, I, 111, VI, and VII of this Act and all authority conferred there- 
under shall terminate at the close of June 30, 1953; and titles IV and V of this 
Act and all authority conferred thereunder shall terminate at the close of April 
30, 1953." 

(b)™ Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
Imay terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of the 
provisions authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking 
of any action necessary to preserve or protect the interests of the United States 
in any amounts advanced or paid out in carrying on operations under this Act. 

Approved September 8, 1950. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a milk 
marketing order issued by the Secretary of Agriculture pursuant to the Agri- 
cultural Marketing Agreement Act of 1937 shall be maintained unless such action 
is brought by producers specifically named as party plaintiffs to recover their 
respective share of such payments within ninety days after the date of enact- 
ment of the Defense Production Act Amendments of 1952 with respect to any 
cause of action heretofore accrued and not otherwise barred, or within ninety 
days after accrual with respect to future payments, and unless each claimant 
shall allege and prove (1) that he objected at the hearing to the provisions of 
the order under which such payments were made and (2) that he either refused 
to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of the 
United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds 
held in escrow pursuant to court order. Notwithstanding any other provision 
of this Act, no termination date shall be applicable to this subsection.” 


Formerly sec. 716; redesignated sec. 717 by sec. 110 (b), 1951 Amendments. 

% Subsections (a) and (b) superseded by italicized subsection (a), see. 111, 1951 
Amendments. 

8 Italicized subsection (a) revised by see. 121 (b), 1952 Amendments. 

82 Former subsections (c) and (d) redesignated (b) and (c), sec. 111, 1951 Amendments. 

8 New subsection (d) added by sec. 120, 1952 Amendments, 
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JOINT COMMITTEE ON THE ECONOMIC REPORT. 


Congressman Jesse P. Wolcott...today appointed two 
subcommittees provided for In the Joint Economic Report (H. 
Rept. 1256) filed with the House of Representatives and the ¥s 
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CONGRESS OF THE UNITED STATES 
JOINT COMMITTEE ON THE ECONOMIC REPORT 
Congressman Jesse P. Wolcott (R., Mich.), Chairman of the Joint 
Committee on the Economic Report, today appointed two subcommittees 
provided for in the Joint Economic Report (H. Rept. 1256) filed with 
the House of Representatives and the Senate on February 26. T! ub- 


ine si 


committees and members appointed are as follows: 


Subcommittee on Economic Stabilization 
Senator Ralph &. Flanders, Vermont, Chairman 


Senators: Representatives: 


Barry Goldwater, Arizona Richard M. Simpson, Pennsylvania 
Je William Fulbright, Arkansas Wright Patman, Texas 


as +5 


Subcommittee on Economic Statistics 


Representative Henry 0. Talle, Iowa, Chairman 


Representative: Senator: 


Richard Bolling, Missouri Frank Carlson, Kansas 


The Committee’s Report directing the establishment of these subcommittees 


stated: 


"Subcommittee on Economic Stabilization.--The economic situa- 
tion is obviously very dynamic. The committee and staff will 
follow economic trends and developments from day to day to make 
sure that stabilizing action on the part of Government and busi- 
ness is effective. To facilitate expeditious study and action 
in this field the chairman will appoint a Subcommittee on 
Economic Stabilization. The subcommittee will hold hearings 
and conduct meetings as frequently as it deems necessary and 
desirable, and will report from time to time to the full coumittes 
on employment, production, and purchasing power trends. It will 
follow particularly the role of fiscal and monetary policy in 
dealing with the current recession." 





"Subcommittee on Economic Statistics.--On various occasions 
in the past the committee has indicated its great concern for 
adequate and accurate economic data upon which public and pri- 
vate policymaking may be founded with the maximum confidence. 
Evidence presented to the committee during its hearings in 
respect to the data currently available on unemployment, and 
already discussed above, emphasizes the importance of adequate 
and accurate statistics. Furthermore, more information should 
be gathered regularly with respect to consumer incomes, expendi- 
tures, and savings and consumer expectations. 


"The committee is directing the staff to sponsor an intensive 
review of its monthly publication, Economic Indicators, to make 

sure that it fulfills the needs of the Congress for important and 

current economic data. It knows that the Council of Economic 

Advisers, the Bureau of the Budget, and other executive agencies 

are interested in cooperating with the staff in this review. 

"The committee believes the problem of economic statistics 

is so important that it should pursue the study and analysis of 

available data even more vigorously than in the past. To provide 

the leadership and to supervise the activities of the committee 

in this whole area the chairman will appoint a Subcommittee on 

Economic Statistics." 

Senator Ralph E. Flanders, Chairman of the Subcommittee on Economic 
Stabilization announced simultaneously that he has asked the Committee 
Staff to bring together the latest information on current economic trends 
for presentation to the first meeting of the Subcommittee which will be 
held some time during the next week. "One of the important issues facing 
the Subcommittee,'t Senator Flanders said, "is whether or not the current 


leveling off of the downward decline spells the end of the recession or 


whether it is a temporary flutter due to seasonal factors, selective 


inventory restocking, or international tension. It is important to try 


to ascertain whether or not current plans of business and consumers are 
adjusting to absorb the resources released from the reduction in defense 
expenditures and our growing labor force and increased productivity. In- 


portant economic policy issues are yet to be decided by the Congress at 





this session. It is the duty of the Subcommittee to develop information 


which will be needed in making these decisions." 

Representative Henry 0. Talle, Chairman of the Subcommittee on 
Economic Statistics, and a former Professor of Economics, will call 
a meeting of the Subcommittee in the next few days to consider Sub- 
committee plans for the remainder of the yeare Representative Talle 
states: "It is of vital importance that the Government provide itself 
and the private economy with adequate and accurate economic statistics 
so that the most enlightened decisions may be made in the interest of 
economic stability and growth. The high quality of our present-day 
economic statistics is in marked contrast to the data available 25 years 
ago -— before the Great Depression -- and even now in other countries. 
Here we are today, for example, discussing, on the basis of economic 
facts, what ought to be done about the moderate business contraction 
which has been in progress only a few months. Important corrective policy 
steps -- both private and public -- have already been possible as a result 
of these economic datas We have not had to sit innocently by, perhaps 
eventually to be overwhelmed with unemployment and with cumulative liqui- 
dation of inventories and credit. The Joint Economic Committee from the 
date of its organization in 1947 under the Chairmanship of the late 
Senator Taft, has taken the lead in pointing out statistical gaps and has 
supported measures to improve our statistical knowledge. I hope that the 
Subcommittee on Economic Statistics will make a further important contri- 


bution in this significant area." 





JOINT COMMITTEE ON THE ECONOMIC REPORT, 


Plans and procedures of the Subcommittee on 
Economic Statistics. June 1, 1954. 
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Representative Henry 0. Talle, Chairman of the Subcommittee 
on Economic Statistics, of the Joint Cormittee on the Economic 


Report, has released th € tatement of the Subcommittee's 


plans and procedures, 
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Plans and Procedures 
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Subcommittee on Economic Statistics 
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The Subcommittee on Economic Statistics of the Joint Committee 
on the Economic Report has agreed to the following plans and pro- 
cedures, 


As a first step, the Subcommittee is seeking the views of Dr. 
Arthur F, Burns, Chairman of the Council of Economic Advisers as 
to the statistical needs of the Council in carrying out its responsi- 
bilities under the Employment Act of 1946. At the same time, the 
Bureau of the Budget, in response to the Subcommittee's request, is 
preparing a statement on the objectives and current status of Federa’ 
statistical programs. (Copies of the letters sent to the Council and 
the Budget Bureau are attached.) 


The Subcommittee plans also to ask a panel of distinguished users 
of economic statistics to advise the Subcommittee on the selection of 
particular areas for intensive investigation, as well as the objectives 


of an integrated system of Federal economic statistics ane the standards 
or tests that should be applied by the Subcommittee in evaluating pres- 
ent programs as a preliminary to its own recoumendations for further 
improvement. It is not planned to take up more than one or two areas 

et a time. Final decis*on on the areas which the Subcommittee will 
wisk to start its work will not be made until after tke Subcommittee 

has had the benefit of the statement from the Council of Economic 
Advisers and the Bureau of the Budget and has heard the panel referrec 

to above. Under consideration at this time for possible early examin- 
ation are statistics on savings, inventories and sales, and construction. 
The Subcommittee will report to the full Committee its findings with 
respect to each area as well as its recommendations for Committee action. 


The Executive agency or agencies with jurisdiction over a particular 
area will be asked to provide the Subcommittee with information as to 
basic concepts, particularly as they relate to the Employment Act re- 
quirements; how present data are collected and processed; the uses and 
limitations of present and potential series; their relation to the over- 
all system of economic statistics, both government and privately- 
produced; and recommendations for improvements in coverage, in efficiency 
of collecting or processing, and in analysis and presentation. These 
materials will be made available for review and comment by other govern- 
ment analysts and private experts. 


As was pointed out in the original release of April 16 setting 
up the Subcommittee, the Joint Economic Committee from the date of its 
organization in 1947 has taken the lead in calling attention to staticti- 
col gaps and has given support to measures to improve our statistical 





knowledge. The establishment of a Subcommittee on Economic Statistics 
(as provided in H. Rept. 1256, 83d Cong., 2nd Session) is further 
evidence of the Joint Committee's continuing interest in the field of 
economic statistics. It is, of course, well recognized that govern- 
ment statistics have made important gains over the last twenty-five 
years. The Subcommittee is eager to see these gains preserved while 
at the same time working toward extending them in the direction of 
greater efficiency, improved coverage, more effective use of existing 
sources, better public understanding of government statistics, etc. 
The Subcommittee believes that one of its most important tasks is to 
conduct its examinations and frame its recommendations from the point 
of view that each statistical program should be an integral part of 

a coordinated general system of Federal economic statistics. 


In addition to the series of intensive studies mentioned above, 
the Subcommittee has asked the staff to keep up with and report on 
improvement programs currently under way, such as the work being done, 
in line with theCommittee's recommendations in H. Report 1256, on 
labor force, employment and unemployment statistics. The staff has 
also been requested to sponsor a review of Economic Indicators which 
is now under way. 


Subcommittee on Economic Statistics 


Rep. Henry 0. Talle, Iowa, Chairman 


Senator Frank Carlson, Kansas, Rep. Richard Bolling, 





fay 27, 1954 


Dr. Arthur F. Burns, Chairman 
Council of Economic Advisers 


Dear Dr. Burns: 


As you know, the Joint Economic Committee recently created 
a Subcommittee on Economic Statistics. Preliniinary to beginning its 
studies the Subcommittee is exploring the status of our Federal econo- 
mic statistical programs, and their adequacy in light of the objectives 
and machinery of the Employment Act of 1946. Attached is copy of an 
inquiry addressed to Rowland R. Hughes, Director, Bureau of the Budget. 


The Subcommittee would also apyvreciate hearing from the 
Council, recalling those sections of the Nmployment Act /Sections 4 (c) 
and (e)/ which outline the responsibility and function of the Council: 


"to gather timely and authoritative information con- 
cerning economic developments and economic trends, 

both current and prospective, to analyze and inter- 
pret such information in the light of the policy de- 
clared in section 2 for the purpose of determining 
whether such developments and trends are interfering, 
or are likely to interfere, with the achievement of 
such policy, and to compile and submit to the President 
studies relating to such development and trends; .. . 


it, . « the Council shall, to the fullest extent possible, 
utilize the services, facilities, and information (in- 
cluding statistical information) of other Government 
agencies as well as of private research agencies, in 
order tnat duplication of effort and expense may he 
avoided." 


In light of these statutory responsibilities, would you give 
the Subcommittee the Council's thinking as to the current adequacy of 
the Governinent's statistical programs from the standpoint of the Council's 
ability to assist the President to analyze economic trends and formulate 
economic policies? 


It would also be helpful to learn of the steps the Council 
hes taken within the last year to improve statistical programs, and 
the steps you plan to take in the coming months, in addition to advis- 
ing as to the areas that should come under the Subcommittee's scrutiny 
in the immediate months ahead. 





April 28, 1954 


Mr. Rowland R. Hughes, 
Director, 

Bureau of the Budget, 
Washington 25, D. C. 


Dear Mr, Hughes: 


As you know, the Joint Committee on the Economic Report has re- 
cently established two subcommittees, one of which is a subcommittee 
on economic statistics. The membership and functions of these sub- 
committees are described in the attached release. In preparation for 
the work of the Subcommittee on Economic Statistics and for the in- 
formation of our members generally, it would be very helpful if you 
could provide a memorandim setting forth certain information concern- 
ing our present economic statistical programs. 


(1) What is the role of the Federal government in providing 
economic statistics? How does our present statistical information 
compare with that available in the nineteen-twenties or during the 
Great Depression of the thirties? How do the economic statistics 
provided by our Federal government compare with those of foreign 
countries? In addition to the government statistics or private 
statistics now used and published by the government, are there other 
privately-produced statistics which should be mace more widely avail- 
able because of their usefulness in economic analysis for policy 
making? 


(2) It would be helpful if we could have as general background 
for all the subcommittee deliberations a tabular summary listing the 
Federal agencies producing economic statistics and their location in 
government, the chief function of those agencies, the major statisti- 
cal series they produce, and the amount their budgets regularly de- 
vote to statistical work. 


(3) Later this year, and probably each year thereafter, the Sub- 
committee will have need cf a complete statement on the major Federal 
economic statistical programs provided for or proposed in the Presi- 
dent's budget or in separate messages to the Congress. At this date 
it will be sufficient if you can note where substantial changes occur 
over last year and the funds being requested for these changes. Why 
are the changes necessary at this time in the opinion of the Bureau? 
Do any of these proposed changes in programs or in budgets provide 

or new operations or additions to the Federal statistical programs 
or are they on what might be termed "maintenance" and "repair" pro- 
jects intended only to maintain the effectiveness of existing series? 





Mr. Gowlan2 R. Ilughes) 


(4) What is the present status of each of these proposals? Have 
any of these programs been proposed to the Congress previously with 
the Bureau's approval but turned down by the Congress? Have they been 
proposed previously by the agencies but approval by the Bureau of the 
Budget withheld? 


(5) Are there other projects or proposals concerning existing 
Federal statistical programs or series which the Bureau believes to 
be essential for the efficiency, reliability and accuracy of exist- 
ing series or to plug gaps in existing programs? What are the limita- 
tions to the initiation of these programs? 


I hope that we may have this information for early presentation 
to the subcommittee, Please feel free to supplement the requested 
data with any other information you feel will be helpful to the sub- 
committee. 


Very truly yours, 


s/ Henry 0. Talle 
Chairman, Statistics Subcommittee 
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CONGRESS OF THE UNIIFD STATES 
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Plans and Procedures 
of the 
Subcommittee on Economic Statis 


The Subcommittee on Economic Statistics of the Joint Committee 
on the Economic Report has agreed to the following plans and pro- 
cedures, 


As a first step, the Subcommittee is seeking the views of Dr. 
Arthur F, Burns, Chairman of the Council of Economic Advisers as 
to the statistical needs of the Council in carrying out its responsi- 
bilities under the Employment Act of 1946. At the same time, the 
Bureau of the Budget, in response to the Subcommittee's request, is 
preparing a statement on the objectives and current status cof Federa’ 
statistical programs (Copies of the letters sent to the Council and 
the Budget Bureau are attached.) 


The Subcommittee plans also to ask a panel of distinguished users 
of economic statistics to advise the Subcommittee on the selection of 
particular areas for intensive investigation, as well as the objectives 
of an integrated system of Federal economic statistics ane the standards 
or tests that should be applied by the Subcommittee in evaluating pres- 
ent programs as a preliminary to its own recoumendations for further 
improvemert. It is not planned to take up more than one or two areas 
at a time. Final decis*<on on the areas which the Subcormittee will 
wisk to start its work will not be made until after the Subcommittee 
has had the benefit of the statement from the Council of Economic 
Advisers and the Bureau of the Budget and has heard the panel referred 
to above. Under consideration at this time for possible early examin- 
ation are statistics on savings, inventories and sales, and construction, 
The Subcommittee will report to the full Committee its findings with 
respect to each area as well as its recommendations for Committee action. 


The Executive agency or agencies with jurisdiction over a particuiar 
area will be asked to provide the Subcommittee with information as to 
basic concepts, particularly as they relate to the Employment Act re- 
quirements; how present data are collected and processed; the uses and 
limitations of present and potential series; their relation to the over- 
all system of economic statistics, both government and privately- 
produced; and recommendations for improvements in coverage, in efficiency 
of coilecting or processing, and in analysis and presentation. These 
materials will be made available for review and comment by other govern- 
ment analysts and private experts. 


As was pointed out in the original release of April 16 setting 
up the Subcommittee, the Joint Economic Committee from the date of its 
organization in 1947 has taken the lead in calling attention to statisti- 
cal gaps and has given support to measures to improve our statistical 





knowledge. The establishment of a Subcommittee on Economic Statistics 
(as provided in H. Rept. 1256, 83d Cong., 2nd Session) is further 
evidence of the Joint Committee's continuing interest in the field of 
economic statistics. It is, of course, well recognized that govern- 
ment statistics have made important gains over the last twenty-five 
years. The Subcommittee is eager to see these gains preserved while 
at the same time working toward extending them in the direction of 
greater efficiency, improved coverage, more effective use of existing 
sources, better public understanding of government statistics, etc. 
The Subcommittee believes that one of its most important tasks is +0 
conduct its examinations and frame its recommendations from the point 
of view that each statistical program should be an integral part or 

a coordinated general system of Federal economic statistics. 


In addition to the series of intensive studies mentioned above, 
the Subcommittee has asked the staff to keep up with and report on 
improvement programs currently under way, such as the work being done, 
in line with theCommittee's recommendations in H. Report 1256, on 
labor force, employment and unemployment statistics. The staff has 
also been requested to sponsor a review of Economic Indicators which 
is now under way. 


Subcommittee on Economic Statistics 
Rep. Henry 0. Talle, Iowa, Chairman 


Frank Carlson, Kansas. Rep. Richard Bolling, Mis 





fay 27, 1954 


Dr. Arthur F. Burns, Chairman 
Council of Economic Advisers 
Washington 25, D. C. 


Dear Dr. Burns: 


As you know, the Joint Economic Committee recently created 
a Subcommittee on Economic Statistics. Preliminary to beginning its 
studies the Subcormittee is exploring the status of our Federal econo- 
mic statistical programs, and their adequacy in light of the objectives 
and machinery of the Employment Act of 1946. Attached is copy of an 
inquiry addressed to Rowland R. Hughes, Director, Bureau of the Budget. 


The Subcommittee would also appreciate hearing from the 
Council, recalling those sections of the Smployment Act /Sections 4 (c) 
and (e)/ which outline the responsibility and function of the Council: 


"to gather timely and authoritative information con- 
cerning economic developments and economic trends, 

both current and prospective, to analyze and inter- 
pret such information in the light of the policy de- 
clared in section 2 for the purpose of determining 
whether such developients and trends are interfering, 
or are likely to interfere, with the achievement of 
such policy, and to compile and submit to the President 
studies relating to such development and trends; .. . 


it, « « the Council shall, to the fullest extent possible, 
utilize the services, facilities, and information (in- 
cluding statistical information) of other Government 
agencies as well as of private research agencies, in 
order that duplication of effort and expense may be 
avoided." 


In light of these statutory responsibilities, would you give 
the Subcommittee the Council's thinking as to the current adequacy of 
the Government's statistical programs from the standpoint of the Council's 
ability to assist the President to analyze economic trends and formulate 
economic policies? 


It would also be helpful to learn of the steps the Council 
has taken within the last year to improve statistical programs, and 
the steps you plan to take in the coming months, in addition to advis- 
ing as to the areas that should come under the Subcommittee’s scrutiny 
in the immediate months ahead. 





We would appreciate having your statement by the end of 
June so that the Committee can review the materials before the recess 
preliminary to preparing its plans for the balance of the year. We 
realize it is difficult to be concrete pi specific on such matters 
a believe that progress can only be made by constantly try ring to 
reflie and mark out the problem areas. 


9 


The statistical agencies of the Executive Branch and the 
Legislative committees of Congress look to the Council and the Com- 
ittee for leadership in setting forth the statistical needs relating 
to the Employment Act. JI am sure with our two agencies working to- 
gether we can continue to make improvements in our economic statis- 
tical programs. 


Sincerely yours, 


s/ Henry 0. Talle 


Chairman, Statistics Subcommittee 





April 28, 1954 


Mr. Rowland R. Hughes, 
Director, 

Bureau of the Budget, 
Washington 25, D.C. 


Dear Mr. Hughes: 


As you know, the Joint Committee on the Economic Report has re- 
cently established two subcommittees, one of which is a subcommittee 
on economic statistics. The membership and functions of these sub- 
committees are described in the attached release. In preparation for 
the work of the Subcommittee on Economic Statistics and for the in- 
formation of our members generally, it would be very helpful if you 
could provide a memorandum setting forth certain information concern- 
ing our present economic stetistical programs. 


(1) What is the role of the Federal government in providing 
eccnomic statistics? How does our present statistical information 
compare with that available in the nineteen-twenties or during the 
Great Depression of the thirties? How do the economic statistics 
provided by our Federal government compare with those of foreign 
countries? In addition to the government statistics or private 
scatistics now used and published by the government, are there other 

ivately-produced statistics which should be mace more widely avail- 
le Lecause of their usefulness in economic analysis for policy 


a 
s 
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making? 


It would be helpful if we could have as general background 
the subcommittee deliberations a tabular summary listing the 
agencies producing economic statistics and their location in 

government, the chief function of those agencies, the major statisti- 
series they produce, and the amount their budgets regularly de- 
to statistical work. 


(3) Later this year, and probably each year thereafter, the Sub- 
committee will have need of a complete statement on the major Federal 
economic statistical programs provided for or proposed in the Presi- 
dent's budget or in separate messages to the Congress. At this date 
it will be sufficient if you can note where substantial changes occur 
over last year and the funds being requested for these changes. Why 
are the changes necessary at this time in the opinion of the Bureau? 
Do any of these proposed changes in programs or in budgets provide 
for new operations or additions to the Federal statistical programs 
or are they on wnat might be termed "maintenance" and "repair" pro- 
jects intended only to maintain the effectiveness of existing series? 





(Mr. Gowland n. 


(4) What is the present status of each of these proposals? Have 
any of these programs been proposed to the Congress previously with 
the Bureau's approval but turned down by the Congress? Have they been 
proposed previously by the agencies but approval by the Bureau of the 
Budget withheld? 


(5) Are there other projects or proposals concerning existing 
Federal statistical programs or series which the Bureau believes to 
be essential for the efficiency, reliability and accuracy of exist- 
ing series or to plug gaps in existing programs? What are the limita- 
tions to the initiation of these programs? 


I hope that we may have this information for early presentation 
to the subcommittee. Please feel free to supplement the requested 
data with any other information you feel will be helpful to the sub- 
committee. 


Very truly you 


s/ Henry 0. Ts 
Chairman, Statistic 
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MEMORANDUM 
November 6, 1953 
To: Members of the Joint Committee on the Economic Report 


From: Grover W. Ensley, Staff Director 
Subject: Observations on Economy of Western Europe, Report on GATT 
i Sesssions at Geneva and Statistical Meetings at Rome 


| 5 f —ClASF 
During the week of September 6 I served as U. S. delegate to 
the 28th Session of the International Statistical Institute at Rome. 
The following week, at the invitation of the Assistant Secretary of 
State for Economic Affairs, I observed the opening sessions of the 
General Agreement on Tariffs and Trade (GATT), at Geneva. On my way to 
and from these meetings -- during the period September 1 to October 3 -- 
I visited eleven Western European countries and North Africa, inter- 
viewing our U. S. officials, government, university, business and other 
economic leaders and technicians. The countries included Portugal, 
Spain, Tunisia, Italy, Switzerland, Germany (including Berlin), Denmark, 
Sweden, Holland, France and England. 
At every stop I had splendid cooperation from our * §&. govern- 
ment people. I was particularly helped by our economic technicians 


in the various missions. The governmert represontatives and other 
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people whom I visited spoke favorably of the Joint Committee's interest 
in economic trends and problems of Western European countries. 

In this memorandum I would like to summarize briefly (1) my 
general observations on economic trends and problems in Western Europe; 

(2) the sessions of GATT at Geneva; and (3) the statistical meetings at 
Rome. More detailed information on the second and third subjects will 
be found in appendix materials. 

General Observations on Economic Trends 

and Problems in Western Europe 

On the whole the economies of the various countries visited 
heave been improving in the last year-and-a-half. Production and employ- 
ment are at high levels, and living standards are rising. West German 
recovery during the past year has been remarkable. West Berlin, while a 
tremendous asset in the East-West struggle, will continue to be an economic 
burden on the West for a long time. There is some fear that the added 
burden of East German refugees is diverting resources originally intended 
for investment, and thereby delaying further the day when West Berlin can 
stand on its own economic feet. 

There are exceptions to this generally bright picture -- 
notably France, and to some extent Italy. The economic and social tension 
in France is particularly noticeable. 

The facts of European recovery and the problems of France have 
been publicized in the press and the details are documentec in Government 
publications. I will confine my observations here, therefore, to what seems 
to me to be a striking dnd basic obstacle to economic growth in Western 


Europe. 
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European leaders impress upon visiting Americans, two points. 
First, there is fear of a recession in the United States and the conse- 
quences of such a setback upon their own economy. They point out that 
even a slight dip in our large and diversified economy would result in 
@ major reversal in their countries which ere small, specialized and 
dependent upon uninterrupted dollar area purchases. Second, the in- 
portance of the United States reducing its import barriers is em- 
phasized. Western Europe believes it can earn dollars with which to 
build its military and economic security if we allow more of her goods 
to enter our market. No doubt, developments in the United States on these 
two fronts will be important to Western Europe in the coming months and 
years as we reduce or eliminate economic assistance. But one should not 
be led to the conclusion that all of Europe's problems would be solved 
if the United States continues prosperous and reduces its trade barriers. 

There appears a more basic obstacle to Western European eco- 
nomic stability and growth -- an obstacle that in the final analysis can 
only be solved by Western Europe, itself. I refer to the economic re- 
strictions found in, between, and among all of these countries. Western 
European countries have no conception of the competitive free enterprise 
system as we know it in America. In fact, they have historically shunned 
our competitive system. In general -- and recognizing that there sare ex- 
ceptions to the following -- one cannot open a new business without the 
approval of the trade association, or existing businesses in the same 
line; a cattle-raiser finds he must sell his beef to only one buyer whe 
has exclusive buying rights in his region; commodities may go through 


multiple layers of middlemen -- each taking his toll but adding little 
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or no utility; increases in productivity are viewed with alarm because 

of possible effects on employment; feather bedding and other restrictive 
labor practices are rampant; production techniques-are guarded as carefully 
as military secrets; distribution methods have not changed in centuries -- 
@ housewife must shop at half a dozen stores to purchase the bare 
essentials for the evening meal. Government controls, subsidies, and 
artificial restraints and stimuli to one industry or product as against 
another prevent balanced and maximum economic growth. Then there are 
private restrictive cartel arrangements which cross international 
boundaries. Between and among these countries are mountains of govern- 
ment tariff, quota, exchange, and other artificial restraints to trade. 

These restrictions and archaic methods of production and dis- 
tribution result in high consumer prices, unemployment, low productivity, 
and lower standards of living. There is obviously a mass market in 
Western Europe to absorb the mass of goods and services Europe can pro- 
duce. The public and private structural barriers, however, must be modi- 
fied if Europe is to take full advantage of her economic potential. While 
outside markets such as the United States are important, their importance 
appears exaggerated. She should not look continually to the United States 
for economic assistance or changes in policies, unless she is willing to 
tackle her own basic structural problems. 

Furthermore, one wonders how much of an inroad European pro- 
ducers could make in the United States domestic market in the long run. 
Estimates of imports by competent observers suggest that such imports 
would be relatively small. Thus, perhaps, through reductions in tariff 


barriers we could extend our remarkably productive competitive system 











to foreign trade without upsetting the domestic economy. 

One is impressed by the growing recognition on the part of 
European Government technicians and business leaders of this basic 
structural problem. They indicated the political difficulties of over- 
coming and breaking down these barriers to production and distribution. 

It will take time. The United States' policy, although belatedly adopted 
after prodding by the Congress to use the foreign assistence program to 
increase productivity and to promote internal competition, has made some 
inroads. Permanent productivity centers have been established by each 
Western European country. Programs to exchange business, labor, and 
agricultural technicians and students are one avenue of conveying }$o the 
Europeans the values of the competitive free enterprise system. Thousands 
of such exchanges have been made in recent years. Government activities 
must and are being augmented by the program of U. S. economic interest 
groups. Of course, if it could be demonstrated that U. S. self-interest 
dictated extending the competitive system to foreign trade, a freer trade 
policy would be the good way of conveying the merits of competition and 
free enterprise to the rest of the world. 

The importance of Western European nations improving their 
living standards is evident. Communist Russia in recent weeks has been 
giving increased emphasis to civilian living standards. She expects to in- 
erease consumer goods 72 percent by the end of 1954 as compared with 1950. 
Russia is devoting a lot of attention to improved distribution of goods as 
well as to increased productivity. New stores, new super-markets, intro- 
duction of consumer credit, and new methods of food preservation and re- 


frigeration are being emphasized. The West must recognize this economic 
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pace of the Soviet Union, with its rapidly increasing capacity and those 
elements of an economic system which will give it added flexibility in the 
future to devote constantly larger portions of its economic strength to 
consumer goods, if they wish to do so. A nveychological point should also 
be made. The Soviets started from such a low point that any increase in 
consumer goods will have a dramatic impact upon the Soviet citizen and this 
cannot help but Weve en impact upon the psychology of the free world. 
Vestern Europe must keen well aheed in this race of providing an increasing 
standard of living to the people if it is to remain free. 

The Joint Economic Committee may wish to explore these long-run 
economic trends, Fast vs. West, further, particularly the inpediments to 
Western economic growth and rising standards of living. 

I was interested in the governmental machinery for formulating 
economic policy in these Western European cowmtries. For example, both 
Sweden end Fngland have institutions somewhat comparable to our Council 
of Economic Advisers. In both coumtries detailed economic projections for 
the coming yeer are prepared not primarily as forecasts, but as a basis for 
formulating consistent economic policy. These Government officials evidenced 
interest in our Comittee publications and the Committee ftaff's annual pro- 
jection of the Nation's economic budget. 

There was also a lively interest in all countries in our monthly 


Economic Indicators. Co mittee publications are widely used by Covernment 





and private business technicians. The central statistical office of the 
Cabinet Office of Great Britain recently began preparing Econonic Trends 
which shows the important statistical series in the United Kingdom. The 
format is identical with our Economic Indicators, and the technicians who 


prepare it indicated to me that our publication was a model. 























The Fighth Secsion o 
General Agreement on a ine. and Trade, 
Geneva, September 17 to ( Qctober 24, 1953 

The General Agreement on Tariffs and Trede is a multilateral 
agreement under which the member countries have agreed to general rules 
for the conduct of international trade and to specific teriff concessions. 
In addition to the United States, ther: were representatives from 32 
other countries at the eighth cession. 

At the completion of the meetings, the United States was able 
to list a number of major accomplishments. These included: 

(1) A decision that the assured life of individual tariff con- 
cessions would be extended for another eighteen months after January l, 
1954. This will ellow time for the United States and other countries to 
review their own trade policies. 

(2) A decision to permit Japan to participate on a provisional 
basis in future deliberaticns of the contracting parties. The United 
States and various other countries agreed with Japan that their commer- 
cial relations would be governed by the provisions of the Agreement. 

(3) The bringing into the open widespread opposition in Conti- 


nental Europe and Southeast Asia to the British system of Empire preferences 


and the notion of regional preferences in general, as contrasted with a 
relatively passive attitude several years ago. Although due to the poli- 
tical difficulties of the United Kingdom of imposing duties on products 
from within the Commonwealth which are free of duty, the United Kingdom 


was granted a waiver permitting, under certain circumstances, increases 
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in duties applicable to products of other contracting parties on which 
tariff concessions are not now in effect without requiring the imposition 
of duties on like Commonwealth products. The waiver granted the United 
Kingdom, however, was conditioned by a proviso that the preference would 
not disturb the relative share of the British market enjoyed by non- 
Commonwealth countries. 

(4) A decision looking toward a review of the operations 
and provisions of the General Agreement in the latter part of 1954. 

(For more details see Appendix A, "Summary of the Eighth Session of the 
Contracting Parties to the General Agreement on Tariffs and Trade," by 
the Department of State, October 27, 1953.) 

I had an opportunity to hear only the opening statements dur- 
ing the first two days of the recent sessions (September 17-18). The 
statements by the leading countries emphasized the importance of the 
current review of foreign economic policy in the United States. All of 
the countries look to the United States for leadership in moving toward 
a freer trade basis. 

Chairman Johan Melander of Norway stated at the outset: 

",..I1t was not to be expected that such far-reaching 
proposals involving so many countries should lead to in- 
mediate decisions. In particular, it is understandable 

that the new Government in the United States needs time 

to reflect upon the very important decisions which must be 

taken if thet country is to make a substantial and appro- 

priate contribution to a collective attack on the basic 
problems of international trade and payments." 

The Rt. Hon. C. D. Howe, Minister of Trade end Commerce of 


Canada, stated that "the conclusions of the United States Government 
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on these questions are of crucial importance to other countries." 
The Rt. Hon. Peter Thorneycroft, President of the British 
Board of Trade end chief U. K. delegate, said: 


“Any attempt to cure the chronic unbalance which 
exists today is doomed to failure this side of a funda- 
mental change in American commercial policy. A large 
range of potential exports to America are faced with 
tariff rates 50 per cent, 60 per cent, or even more. 
There are notorious difficulties of customs valuation 
which vastly increases the real burden of tax. There 
is the Buy American Act. There is the discriminatory 
shipping policy. There are the very reciprocity provi- 
sions which inhibit the unilateral lowering of trade 
barriers, which is axiomatic to a solution of unbalanced 
trade. ...Mr. Howe ... has indicated the crucial import- 
ance for all of us of the United States policy. i agree 
with him." 


The Hon. Samuel C. Waugh, Assistant Secretary of State for 
Economic Affairs and chief U. S. delegate, lent tremendous confidence in 
the U. S. leadership when he elaborated on the current review of foreign 
economic programs by the Special Commission created by the last session of 
the Congress. He quoted from President Eisenhower's message to the GATT 
in which the President said: 


"In this process of reappraisal it is important thet 
we keep our sights clear--that the nations of the free 
world remain firmly dedicated to our common purpose of 
developing that higher level of profitable international 
trade necessary to the economic strength and well-beiuag of 
all our peoples." 


Mr. Waugh went on to say: 


",... Events of the past 15 years make us realize that there 
is no longer any such thing as isolation on this shrunken 
globe of ours--that no people can long remain aloof from 
all the rest, secure from military threat and free of 
economic cost. ..." 


",.. For us, as for other countries, there is no longer any 
such thing as splendid isolation. We are in the business of 
international cooperation to stay." 
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He gave some assurance to the other delegetes that the United States is 


determined to minimize economic fluctuations: 


"A great deal has been learned about the operations of 
our economy during the past quarter of a century. We do not 
yet know enough to avoid all downward fluctuations in economic 
activity. Nevertheless, my Government is studying a wide 
range of policies and measures to avert, if possible, a 
future decline or to minimize it if it occurs." 


He concluded by emphasizing the need for an early solution of our basic 


economic problems. He said: 

",.. It is our hope and aim that our own Commission on 

Economic Foreign Policy will be in a position to report 

to the President and the Congress in time for appropriate 

legislative and other necessary action to be taken during 

the early months of next year. If these plans materialize, 

our Government would then be able to discuss more definitively 

the role which it is prepared to play in further international 
cooperative efforts in the economic field." 

Dr. Ludwig Erhard, Minister of Economic Affairs of the Republic 
of Germany, warned other European countries not to lean too heavily on the 
United States. He urged that the European countries themselves undertake 
the problem of casting off pyetectionist policies, export subsidies, and 
other berriers to trade. He urged the 33 GATT nations to broaden their 
activities beyond the reduction of tariffs with the aim of achieving the 
convertibility of currencies. 

The work of the Randall Commission is being watched by the 
entire world. Probably no other review of an economic program of the 
United States Government has ever been viewed with as much hope and 


optimism by foreign countries. 
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he 2 ion of the Inte oO 
Statistical Institute, Rome, 


September 6 to 12, 1953 


The 28th session of the International Statistical Institute 
was held in Rome, September 6-12, 1953, at the invitation of the Govern- 
ment of Italy. The Institute, created in 18387, is one of the oldest ex- 
isting international organizations. It provided virtually the only medium 
for international statistical collaboration prior to the League of Nations. 
Following World War II the activities of the Institute were reoriented in 
view of the statistical activities of the United Nations and greater em- 
phasis was put on its function as an international professional society. 
This reorientation was made under the leadership of Dr. Stuart A. Rice, 
Assistant Director of the U. S. Bureau of the Budget, and President of 
the Institute for the past six years. In this new role, the Institute 
no longer receives financial assistance from the U. S. Government, although 
the official U. S. delesetes to the biennial sessions continue to be named 
by the State Department. 

The President of Italy, Luigi Einaudi, is a member of the In- 
stitute and took an active part in arranging the sessions. Prime Minister 
G. Pella of Itely addressed an opening session of the Institute and 
stressed the extreme dependence of the modern state upon accurate and 
adequate statistics. At a special audience, His Holiness Pope Pius XII 
discussed the need for gathering and analyzing statistics, but went 
further and emphasized the importance of using those data in improving 
economic and social conditions throughout the world. This emphasis on the 


practical use of statistics was refreshing since I had been struck by the 
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abstract character of much of the statistical and economic research that 
has gone on, and is going on in many parts of the world. The lack of 
adequate government statistics has prevented many scholars from purciuing 
more practical and useful types of research. 

The Institute's program wes composed of some 180 papers, under 
the following general topics: productivity statistics, regional coopere- - 
tion in statistics, training in statistics, methodology, populetion, 
agriculture, economic and social statistics. (These papers will eventu- 
ally be available in published form.) 

The problem of productivity has been approached quite differ- 
ently in the United States than in most of the rest of the world. Here 
we have had the stimulus of labor shortage in relation to physical re- 
sources. In Burope and the Far East productivity has had to be improved 
in the face of labor surpluses. Productivity advances under such circum- 
stances are viewed too often, even by economists and statisticians, as 
undesirable because they might increase unemployment or the gains there- 
from not accrue directly and immediately to labor. 

Steps are currently being taken through the United Nations and 
regional organizations to improve statistics country-by-country, and to 
improve the international ccmparability of these data. Much romeins to 
be done and there are still pitfalls in comparing one country's data with 
another. Progress, however, is being meade. 


Probably the principal value of the meetings and attendance and 


participation of the U. S. delegation was the opportunity to meet and 
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discuss informally technical stetistical and economic problems with our 
counterparts from other countries. Dr. Stuart Rice added tremendous 
prestige to the U. S. representation since under his years of guidance 
the United States has taken the lead in developing a statistical program 
reasonably commensurete with our needs. The role of the Joint Economic 
Committee in supporting governmental statistical progrems and in publish- 
ing economic statistics and in pointing out gaps in our statistical 
knowledge is much appreciated by professional statisticians everywhere. 
Because of the importance of adequate and accurate economic 
statistics to facilitate public and private policy-making in the fur- 
therance of economic stability and growth, as called for by the Employ- 
ment Act, the Joint Economic Committee may wish to consider appointing a 
standing subcommittee to give continuing guidance to the Congress on 
economic statistics. (For more details see Appendix B, "Report on the 
28th Session of the International Institute," by Stuart Rice, Chairman, 


U. S. Delegation.) 
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October 27, 1953 


APPENDIX A 


SUMMARY OF THE EIGHTH SESSION OF THE 
CONTRACTING FARTIES TO THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE 


by the 


Department of State 


The State Department today released a summary of the recently concluded 
Eighth Session of the Contracting Parties to the General Agreement on Tariffs 
and Trade. The Session was held in Geneva, Switzerland from September 17 to 
October 24. A summary of the meeting follows: 


The 33 countries contracting parties to the General Agreement on Tariffs 
and Trade concluded their Eighth Session on October 24. The session opened 
September 17 at Geneva, Switzerland. The meeting took place against the back- 
ground that a number of important trading countries are presently engaged in 
reviewing their international trade policies. 


A major accomplishment of the Eighth Session was a decision that the 
assured life of individual tariff concessions would be extended for another 
eighteen months after January 1, 1954. 


Another important accompliskment was the decision to permit Japan to 
participate on a provisional basis in future deliberations of the Contracting 
Parties. In eaiition, various countries, including the U.S., agreed with 
Japan that their commercial relations would be governed by the provisions of 
the Agreement. 


During the Session the Netherlands and South Africa announced relaxations 
in their discriminatory balance of payment restrictions. As part of the regular 
operations of tne General Agreement consultations were held with a number of 
countries still mainteining quantitative restrictions for balance of payments 
reasons. 


A number of disputes which had arisen under the provisions of the General 
Agreement were also considered. Some of these disputes were satisfactorily 
settled while suggestions were made for possible settlement of others. 


During the Session the groundwork was laid for further progress toward 
the achievement of the aims of the General Agreement. In this connection the 
Contracting Parties took a decision looking toward a review of the operations 
and provisions of the General Agreement in the latter part of 1954. It is con- 
templated that the French plan for the reduction of tariff levels which was 
developed during the Session into a technically feasible proposal will be con- 
sidered during this review. 

















The ordinary business of the Session also included a review of actions 
taken under waivers previously granted and agreement on new decisions to take 
care of special situations which have arisen since the General Agreement went 
into effect in January, 1948. 


Out of a lengthy agenda of 44 items, among the most significant were the 
following: 


Extension of Assured Life of Schedules 


One of the most important items on the agenda related to the fact that 
after January 1, 1954 countries could through the use of Article XXVIII of the 
Agreement, withdraw or modify individual tariff concessions. The only obliga- 
tion would be to engage in negotiations for the purpose of arriving at compen- 
satory concessions for such withdrawals or modifications. If such negotiations 
should fail, the country could, nevertheless, go ahead and make the proposed 
changes. In such an event, affected countries could retaliate by withdrawing 
or modifying equivalent concessions. 


There was general concurrence among the Contracting Parties that it would 
be undesirable to have such instability in tariff concessions during the next 
year or so, particularly since various countries, including the U.S., were con- 
ducting a review of their basic commercial policy objectives. It was generally 
felt that until there had been a determination of a future course of action 
with regard to commercial policy in these countries, it was essential to have 
a standstill arrangement with regard to concessions in the Agreement. 


The Contracting Parties, therefore, decided that it would be desirable 
to postpone the applicability of Article XXVIII until July 1, 1955 or for 18 
months. A declaration to this effect was prepared and signed in Geneva by a 
number of countries, including the U.S., on October 24, the opening day for 
signatures. The declaration will remain open for signature by other Contract- 
ing Parties until December 31, 1953. The declaration provided that Article 


XXVIII would apply fully with regard to concessions initially negotiated with 
countries not signing it. 


French Plan for Reduction of Tariff Levels 


As a result of intensive analysis and examination by technical experts 
at various meetings held during the last two years, the French plan for the 
reduction of tariff levels reached an advanced stage of technical development. 
Since the plan now appears to be technically feasible, the Contracting Parties 
decided to refer the plan, as revised, to their respective governments for their 
consideration and comment. The United States Delegation indicated that the 


_ plan would be sent to the Commission on Foreign Economic Policy as an illustre- 


tion of a line of thinking and a possible approach to the problem of tariff 


- reduction, 














In broad outline, the revised French plan would provide that the import 
trade of participating countries would be divided into a number of sectors, say 
10 or 15, and that the average tariff rates within each sector would be reduced 
by 10 percent in each year for the first three years of the plan. The choice 
of items for reduction within any sector would be at the discretion of each 
participating country, except thet rates above a certain prescribed level (ceil- 
ing rates) must be reduced to that level. Special relief from the mandatory 
commitment to reduce the high rate on any specific product to this prescribed 
level could be granted by the participating countries. Under the plan no re- 
duction would be required in any sector whose average rate was below a pre- 
scribed level (floor rates) except that in such a sector any individual rate 
above the ceiling must be reduced to the ceiling. Fiscal duties could be ex- 
cluded from the plan, and countries in the process of economic development would 
not have to make reductions effecting their development programs. 

























Balance-of-Payments Consultations 


Tne Contracting Parties conducted consultations under Article XII:4 (B) 
and XIV:1 (g) of the Cenersl Agreen2nt with Australia, Ceylon, Chile, Finland, 
Pakistan, Sweden, Southern Reodesia and the United Kingdom. In these consulta- 
tions the Contracting Parties had the benefit of information developed during 
the consultations of taese countries with the International Monetary Fund. 


Representatives cf the consulting governments discussed freely all aspects 
of their import restiictione. Information previously furnished concerning the 
restrictions and their discriminetoiy application were analyzed. These repre- 
sentatives took full note c* she views expressed by tie other Contracting Parties, 
and indicated that these vievs wou'd be convevec to their respective governments 
for sympathetic considczratio.. 


The Netherlands representative announced that owing to satisfactory de- 
velopments in their belance-o?-payments and monetary reserve position his 
government had decided to relex its restrictious on imports from the dollar 
area. The representevive of South Africa anncunced that after Jeavary 1, 195k, 
South Africa imoort restrictions would be adainisterec on e completely non- 
discriminatory basis. 














In conducting this year's consultations the Contracting Parties errived 
at certain gencral conclusions. A marked improvement in the world dollar 
situation in the past year wes noted. Aithough this improveaent was dve in 
pert to temporery and artificial factors, including coutinuet restrictions 
against doiler imports and Leavy U.S. off-shore purchases and military and 
other expenditures abroad, more fimdamentsl cs1ses anpesred to be in operation. 
Some of taese more funcemental factors gave prouise of enduring. I? this should 
prove to be the case, the Contracting Parties believe the conditions would exist 
for advancing towards « system of internationai trade free from restrictions and 
discrimination imposed for financial reasons. Unfortunately, the Contracting 
Parties could not report universal improvement. Some countries, among them 
countries dependent on production and export of primary commodities, have in 
fact experienced a deterioration in their external financial position during 
the year under review. 
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Valuation, Nationality and Consular Formalities 


Resolutions of the International Chamber of Commerce on the valuation of 
goods for customs purposes, nationality of imported goods, and consular form- 
alities were considered. Simplification and standardization of methods of 
determining valuation and nationality of goods, as well as efforts to minimize 
consular formalities, have long been the subject of both national and inter- 
national concern. Methods of valuation currently used by the Contracting 
Parties were given preliminary examination and it was agreed that work in this 
field should be carried on through intersessional machinery. A report on 
national regulations in effect with respect to the determination of nationality 
was also studied and a proposed standard definition of nationality was prepared 
for the consideration and comments of the Contracting Parties prior to the next 
session. Note was taken of the action by the Individual Contracting Parties 
designed to carry out recommendations of the 1952 session calling for the gradual 
Se of consular formalities with a view to their elimination by December 
31, 1956. 


European Coal and Steel Community 


At the Seventh Session in 1952 the Contracting Parties granted to the six 
contracting parties composing the European Coal and Steel Community a waiver 
_ of certain of their obligations under the General Agreement. This waiver was 
_ necessary in order to enable the six countries to establish a common market for 
> coal and steel in accordance with the provisions of the treaty constituting 
_ the European Coal and Steel Community. In granting this waiver, the Contracting 
_ Parties provided that the Community should make an annual report to the Contract- 
. ing Parties concerning those aspects of the operation of the coal and steel 
' treaty heving a bearing on the provisions and considerations contained in the 
_ waiver. Since the operation of this waiver and the nature of the development 
_ of the common market for coal and steel was a matter of major importance to the 
’ Contracting Parties, a working party was established to conduct a review of the 
_ Community's annual report and to discuss relevant matters with the representa- 
_ tives of the Community states and of the High Authority of the Community. 


In addition to reviewing the report previously submitted, the working 

_ party prepared and preseated to the High Authority and member state representa- 
tives a series of specific questions designed to supplement the material set 
forth in the report. These questions covered a wide range of matters arising 

_ out of the Community's activities during the past year. Of special importance 
were the plans of the Community for negotiations with outside countries looking 
_ toward the harmonization of the external tariff on coal and steel products; the 
detailed status of interim tariff and tariff-quota arrangements pending such 
negotiations; and the operations and effect of an export price agreement re- 

> ported to have been reached during the past year by steel producers in the six 
countries of the Community. 


The working party covered not only the technical details of action taken 
under the waiver, but broader considerations basic to the granting of the 








A complaint against U.S. import restrictions on filberts was disposed 
of when the U.S. delegate announced that the President, in the light of the 
changed marketing situation, had just approved the removal of restrictions. 


It was agreed that the basis for two complaints against Greek measures 
nullifying or impairing their tariff concessions bad been removed as a con- 
sequence of an adjustment made in the Greek exchange rate before the Session. 


The French delegate agreed that a French tax on imports and exports was 
inconsistent with the Agreement and informed the Contracting Parties to their 
satisfaction that the French Government had decided to allow this tax law to 
expire at the end of the year. 


The Contracting Parties also considered the failure of Brazil to put into 
effect compensatory tariff concessions which resulted from tariff renegotia- 
tions, and its failure to eliminate internal tax discriminations against imports 
which are inconsistent with the Agreement. The Brazilian delegate said he be- 
lieved the present situation could be rectified and the Contracting Parties 
adopted a resolution urging Brazil to take the necessary action to that end at 
an early date and to report to them at the next session. 


The Norwegian and German delegations announced that they had resolved 
their dispute, concerning the alleged discriminatory treatment of Norwegian 
sardines, through consultations recommended by the Contracting Parties at the 
last session. 


Tariff Modifications 


Due to the political difficulty for the United Kingdom of imposing 
duties on products from within the Commonwealth which are free of duty, the 
United Kingdom was granted a waiver permitting under certain circumstances, 
increases in duties applicable to products of other Contracting Parties, on 
which tariff concessions are not now in effect, without requiring the imposition 
of duties on like Commonwealth products. Procedures were provided Por in order 
to prevent the waiver from applying in any case where the increased preference 
would result in a substantial diversion of trade to preferential suppliers. 


A waiver was granted to permit Australia to accord preferential duty- 
free treatment to those products, on which tariff concessions are not in 
effect, imported from Papua and New Guimea which it considered appropriate 
in order to encourage the economic development of these areas. Safeguards in 
the waiver prevent its application in most cases where the Contracting Parties 
might consider that the increased preferences might injure the trade of another 
Contracting Party. 


Following the devaluation of the drachma last April, the Greek Govern- 
ment had increased the specific duties in its schedule of tariff concessions 
in the General Agreement. The Contracting Parties examined these increases in 
the light of special provision in the Greek schedule, and of the more general 








waiver, including the undertaking by the Community to harmonize its tariff 
and other restrictions on trade between the Community and outside nations in 
coal and steel products on a lower and less restrictive level than existed 
prior to creation of the Community. 


The examination of the first annual report of the Community was of value, 
in which information not otherwise available was developed. Existing arrange-~ 
ments between producers in the meiber states affecting export prices were 
also discussed. In this connection the High Authority affirmed its intention 
of reviewing the operation of the present arrangements to determine their 
consistency with the Treaty, and its willingness to take every step in its 
power should it find them inconsistent. 


The Contracting Parties took note of the first annual report of the men- 
ber states of the Community together with supplementary information furnished 
in the course of the review; expressed their satisfaction with the results 
of this first annual examination; and thanked the member states and the repre- 
sentatives of the High Authority for the active and constructive participation 
on their part which made this result possible. 


Complaints 


The Contracting Parties dealt with a number of complaints against actions 
held to be inconsistent with the letter or spirit of the Agreement. Several 


of them concerned actions taken by the United States in restricting imports 
or subsidizing exports. Consideration was again given at this session to the 
application by the U.S. of import quotas on dairy products formerly imposed 
under Section 104 of the Defense Production Act and now continued in modified 
form under Section 22 of the Agricultural Adjustment Act. The Contracting 
Parties recommended that tue U.S. have regard to the harmful effects of these 
restrictions on international trade. 


The Greek, Turkish, and Italian delegations expressed their concern over 
the continued suspension by the U.S. of the tariff concession on dried figs, 
as the result of an “escape clause" action. It was noted that the U. S. Tariff 
Commission is to keep the fig situaticn under review and report to the President 
on whether modification of the concession remains necessary. The Contracting 
Parties affirmed their conviction that the most satisfactory solution of the 
matter would be a restoration of the concession. 


With regard to complaints against U.S. export subsidies or other measures 
having the effect of aiding U.S. exports of raisins, oranges and almonds, the 
U.S. delegate explained that such measures were intended to permit these pro- 
ducts to maintain a foothold in world markets established before import restric- 
_tions were imposed against them by countries suffering from dollar difficulties, 
Several countries believed that the subject of export subsidies and provisions 
of the Agreement on subsidies should be giver careful consideration in the 
future. 








provisions in the Agreement applicable to most contracting parties. Without 
going into the question of the consistency of the Greek action with the 
obligations of Greece under the Agreement, it was decided that, both with re- 
gard to the present and the future, Greece should be permitted to make the same 
adjustments Of specific duties as other countries following éurrency devaluation. 


Time of Next Session 


The next session was tentatively set for October 14, 1954 at Geneva. 
It was understood that the review of the GATT referred to above would form a 
part of the ninth regular session. However, if circumstances force the delay 
of the review until after 1954, the ninth session will still be held on ~ 
October 14, 1954. 











October 20, 1953 


REPORT ON THE 28th SESSION OF THE 
INTERNATIONAL STATISTICAL INSTITUTE, ROME, ITALY 


by 
Stuart A. Rice, Chairman, U.S. Delegation 


1. Background. The International Statistical Institute, now two-thirds 
of a century old, held its first session in Rome in 1887. The 28th Session 
took it back to the Eternal City for the third time. 


Prior to World War I the Institute and its biennial sessions provided 
substantially the only medium for international statistical collaboration. Its 
membership included the leading official statisticians of the world, but was 
limited to Europe, North America, and a few colonial outposts of Western powers, 
Following the disruptions of the Second World War, the 25th Session, held in 
Washington in September 1947, resulted in a reorganization designed to adapt 
the structure and program of the Institute to a new role. Official mechanisms 
for international statistical collaboration througn the UN and its specialized 
agencies had largely displaced its earlier intergovernmental functions. In 
consequence the Institute's new constitution emphasized its functions as the 
world's leading professional organization within its ecientific field. 


Subsequent sessions in Berne, Switzerland (1949), and India (New Delhi 
and Calcutta, 1951) tended to consolidate this role and also that of a “hold- 
ing company" for organizations of statisticians in all parts of the world. In 
the past six years all important international, regional and national statist- 
cal societies have become affiliated with it. The Rome session culminated these 
processes and convincingly demonstrated the Institute's post-war revival, its 
adaptation to present forns of international orgarization, its enlarged geo- 
graphic scope, and its increasing emphasis upon technical and scientific as 
compared with governmental and administrative problems of statistics. 


The Institute's support is still derived primarily from governmental sub- 
ventions. However, it administers funds provided by UNESCO, supplemented from 
other sources, for the furtherance of international statistical education. In 
addition to the preparation of such teaching aids as glossaries of terms in 
different languages and the preparation of bibliographies, it gives aid to 
applicants for fellowship opportunities in Western universities and cooperates 
with governments and other agencies in the maintenance of national statistical 
education centers in Calcutta and Beirut. 


2. Agenda. ¢ Topics discussed at the 26th Session included the follow- 








@. Application of statistics to the study of productivity problems 
in industry; methods of measuring productivity and the role of statis- 
tics in improving productivity; the application of statistical methods 
to industrial standardization, together with a general consideration of 
the meaning of productivity. 


bo. Regional cooperation in statistics, with reports on statistical 
activities carried on by OEEC, the Inter American Statistical Institute, 
the various economic commissions of the UN, and other regional organiza- 
tions. 


c. Training in statistics, with particular consideration of train- 
ing in relation to the application of statistics to industry. 


dad. General methodology and mathematical statistics. 
Population statistics. 
Agricultural statistics. 
Economic statistics. 
Social and cultural statistics. 


A total of some 180 scientific papers were presented under the foregoing 
topics. 


3. Participation. In response to the invitation of the Italian Govern- 
ment official delegations were credited in advance of the Session from the 
following nations: Austria, Belgium, Brazil, Canada, Colombia, Denmark, Finland, 
Germany, Jepan, India, Iran, Ireland, Israel, Norway, Netherlands, Portugal, 
Southern Rhodesia, Spain, Sweden, Switzerland, and Yugoslavia. The credentials 
of the U.S. delegation were presented subsequent to the publication of the 
foregoing list. 


Although a final report of the registration is not in hand at the time 
of this writing, I believe that a number of other delegations were officially 
credited. In addition to delegates from the countries named, there were par- 
ticipants (who may or may not have been officially delegated in some cases) 
from Australia, France, Greece, Italy, Lebanon, Pakistan, Poland, Romania, 
South Africa, Turkey, United Kingdom, United States, and Venezuela. Including 
members of the International Statistical Institute, non-member delegates, | 
guests from abroad, and families, the total registration was 407. , 


In addition to delegates of governments, the following organizations 
were officially represented: UN, FAO, UNESCO, WHO, OEEC, ILO, American Statisti- 
cal Association, International Association for Research in Income and Wealth, 
Association of Statisticians of German Cities, Indian Statistical Institute, 
Royal Statistical Society (UK), Belgian Society of Statistics, Brazilian Society 
of Statistics, Biometrics Society, Econometric Erciety, Statistical Society of 
Paris, Indian Society of Agricultural Statistics, Italian Society of Seonomice, 








Demography, and Statistics, Swiss Society of Statistics and Political Economics, 
German Society of Statistics, and International Union for the Scientific Study 
of Population. 


Including all categories of participants the countries with the largest 
registration as of July 20, 1953 were the following, in order: France, 66; 
United Kingdom, 46; Germany, 45; Italy, 37; United States, 29; Switzerland, 

24; Netherlands, 19; Spain, 11; Belgium, 10; India, 10. Registrants from 
international organizations numbered 32. As indicated above, many participants 
arrived and registered after the above totals were compiled. From what precedes 
it will be apparent, because of the scientific character of the session, that 
little distinction was evident at scientific meetings and social functions 
between official delegates and other participants. 


4. U.S. Delegation. The official delegation of the United States was 
composed as follows: 


Chairman: 


Stuart A. Rice 
Assistant Director for Statistical Standards 
Bureau of the Budget 


Delegates: 


Charles A. Bicking 

Chief, Design of Experiment Unit 
Research and Development Division 
Office, Chief of Ordnance 
Department of the Army 


Joseph F. Cunningham 
Assistant Director of Statistical Services 
Department of the Air Force 


Calvert L. Dedrick 

Coordinator of International Statistics 
Bureau of the Census 

Department of Commerce 


W. Edwards Deming (who failed to arrive) 
Consultant, Office of Statistical Standards 
Bureau of the Budget 


Grover W.Ensley 
Staff Director, Joint Committee on the Economic Report 
United States Congress 


W. Duane Evans 

Chief, Division of Interindustry Economics 
Bureau of Labor Statistics 

Department of Labor 








Frank R. Garfield 

Adviser on Economic Research 
Division of Research and Statistics 
Federal Reserve System 


William R. Pabst, Jr. 
Chief Statistician, Bureau of Ordnance 
Department of the Navy 


Samuel Weiss 

Chief, Office of Statistical Standards 
Bureau of Labor Statistics 

Department of Labor 


In addition the following Americans were identified in connection with 
the extension of invitations to a reception at the residence of the American 
Ambassador: 


Dr. F.Bernstein, New York 

Professor C. I. Bliss, Yale University 

Professor Grant I. Butteroaugh, University of Washington 

Professor W. G. Cochran, Johns Hopkins University, 
President, American Statistical Association 

Professor M. A. Copeland, Cornell University 

Professor Gertrude Cox, University of North Carolina 

Dr. Besse B. Day, USN Engineering Experiment Station 

Dr. Louis I. Dublin, Vice President, Metropolitan Life 
Insurance Company 

Dr. John Durand, Acting Director, UN Population Division 

Dr. Milton Gilbert, OEHC, Paris 

Dr. Margaret Gurney, Bureau of the Census 

Dr. Robert C. Hamer, Bureau of the Census 

Professor Harold Hotelling, University of North Carolina, 
and Mrs. Hotelling 

Professor Simon Kuznets, University of Pennsylvania 

Dr. William R. Leonard, Director, UN Statistical Office 

Professor Frank Lorimer, American University 

Professor Oskar Morgenstern, Princeton University 

Dr. Karl and Mrs. Pribram, Washington, D. C. 

Dr. Charles F. Roos, President, Econometric Institute, Inc. 

Dr. Hans Staehle, G.A.T.T., Geneva 

Professor P.K. Whelpton, Director, Scripps Foundation, 
Oxford, Ohio 

Dr. Robert M. Woodbury, Chief Statistician, ILO 


5. Organization of the conference. Responsibility for session arrange- 
ments was divided between committees representing the Italian Government and 
the statistical profession of Italy, as nosts, on the one hand, and the 
Permanent Office of the International Statistical Institute, located at The 
Hague, on the other. The session was held in the modern building of the Food 































and Agriculture Ore-nization in Rome, the fecilities of which were made fully and 
freely available for the purpose. These included the latest equipment for simul- 
taneous interpretetions, etc. The opening meeting, however, wes held in the 
ancient and ornate reception room at the Capitol, reserved by the Italian Govern- 
ment for such purposes. A reception by the President of Italy vas held in the 
Cuirinal Palace, a reception by the Bank of Itely in its palatial edifice, end 
the final dinner, at which 800 guests were seated, was in the Exceisior Hotel. 





Between its biennial se:sions, at which 21] authority reverts to the General 
Assembly, the business of the Internstional Statistical Institute is in the hends 
of the "Bureau" composed of the President, Secretary General, Treasurer, and four 
Vice-Presidents of the Institute, serviced by the Director of its Permanent Office. 
A number of meetings of the Bureau preceding and during the conference foumlated 
recommendations to the General Assembly which met twice during the session. The 
Institute business transacted included election of the following officers to serve 
until the next Institute session two years hence: Professor Georges Darmois, of 
the University of Paris, President; Dr. Ph. J. Idenburg, Director General of 
Stetistics of the Netherlands, Secretary General; Professor R.G.D. Allen, London 
School of Economics, Treasurer; and Professor Mi. Boldrini, Milen, Itely, Dr. M. A. 
Teixeira de Freitas, Rio de Janeiro, Brazil, Dr. R. C. Geary, Dublin, Ireland, and 
Dr. Herbert Marshall (Dominion Statistician), Ottawa, Canada, Vice-Presidents. 
Stuert A. Rice, retirins after three two-yeer terms as the Institute's President, 
was elected an Honorary President. 


















6. Work of the Committees. Because of the scientific character of the 
Institute's sessions it is not customary for resolutions to be adopted concerning 
the conclusions reached upon the technical subjects discussed. Decisions reached 
by the General Assembly upon the Institute's administr<tive effcirs, together with 
the papers presented at the scientific meetings, will be reproduced in the Con- 
ference Proceedings. 





7. Conclusions. By all standards the session wes successful. It ves first 
of all ea convincing demonstr: tion of the high regard in which the Internationel 
Stetistical Institute is held in the highest circles of St:te and Church in an 
importent Europeen nation. Dr. Luigi Einaudi, President of Italy, who hes been a 
member of the Institute for a quarter century, contributed to the session in 
numerous ways. His letter to the Institute's President wes read at the opening 
meeting in the presence unon the platform of the Prime Minister and the Meyor of 
Rome. Prime ifinister Pella's address at this meeting emphasized the extreme de- 
pendence of a modern state upon eccurate end abundant stetistics. During an eudi- 
ence vith Pope Pius XII at Castel Gendolfo on September 12, lasting three quarters 
of an hour, His Holiness spoke at some length upon the role of statistics in modern 


society. Copies of his address and of the letter from President Eineude cre annexed 
hereto.# 














The U.S. delegetion vermly supports the continued participation by the United 
States Government in future sessions of the Institute throuch official delegations. 
The next of these sessions, the 29th, will be held in Rio do Janeiro in 1955 as a 
result of the General Assembly's acceptence of an invitation extended at Rome by 
the Brazilian Ambassador on behelf of his government. 


* These and other papers are available in the Joint Economic Committee office. 
In due time they will be in published forn. 








_As a part of the Institute's post-war geographical extension it has become 
customary for it to alternate between European and non-Europecn sites for its bi- 
ennial sessions. Under its stetutes the location of the 1957 biennisl session 
cannot be formelly decided until the 1955 session in Rio, but custom calls fora 
meoting in Europe in that year. At Rome informal invit:tions for the 1957 session 
were received on behalf of authorities in London, Vest Berlin, Stockholm, and 
Lisbon, and from French officials on behelf of Algiers, regarding thet city es a 
part of Mietropoliten France. Tentative bids for the 1959 non-European session 
were entered by severel other courtries. Inasmuch ¢s any Institute session in- 
volves long and extensive prenerations and a considereble expenditure on the part 
of the host nation, this large and unprecedented number of tentative invitations 
appears to indicate both the voractical importence and the prestige which Institute 
sessions are deemed by governments in many parts of the world to bring to the coun- 
tries in which the sessions are held. 


It can be stated with confidence that the ective perticipation of American 
statisticians in the Institute's affairs has been productive of good will toward 
this country and of numerous advantsrses to it in its international relations. 
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TH YHARS BETWEEN 


Materials Prepared 
for the 
JOINT COMMITTED ON TA ECONOMIG REPORT 
by the 
Committee Staff 
Aug. 31, 1953 
Most economic analysis today leads to the conclusion that high 
levels of production and employment may be expected to continue for the 
remainder of 1953 if not, indeed, well into 1954. There is general 
agreeuient, too, that over the longer run, specifically during the late 
1950's, strong underlying forces exist which can provide the basis for 
sustaining the economy and calling for unprecedented private and public 
investment. In spite of these confident feelings about the ismediate 
outlook and the longer term, there is some feeling of uneasiness lest 
the present situation contains elements which may give rise to important 
economic disturbances during the next two or three years, This memorandum 
presents a brief analysis of the kind and magnitude of the economic ad- 
justments which may occur when, and as, the stimulus of defense expendi- 
tures aud Federal budgetary deficits declines or wears off, Attached, as 


an appendix, is an aualysis of "The 1949 Economic Adjustment." 


CURRENT LEVELS OF ECONOMIC ACTIVITY 
Economic activity at the end of the first half of 1953 was at 
avery high level. Total civilian employment of 63,172,000 was an all- 
ime high and unemployment of 1,562,000 was the lowest for any June 
since the end of the war. Record levels of disposable income and the 


strong financial condition of consumers were reflected in the Federal 
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Reserve Board's 1953 Survey of Consumer Finances in early 1953 when consumers 
were reported to be in more of a mood to make major durable goods purchases 
tuan they had been since 1950. The financial condition of consumers had, it 


appeared, improved in 1952 not only as a result of higher real incomes but 


also as a result of a large net addition to their liouid asset holdings, 


Although aggregate consumer debt has continued to rise, many of the in- 

dividual consumers who are in debt also hold substantial amounts of 

liguid assets. By any measure, net personal savings have been high the 
st two years. 

fhe farm segment of the economy was the only major group which 
failed to keep pace in 1952 and the first half of 1953. While record 
employment and incomes contributed to a fairly strong domestic demand 
for farm products, exports of agricultural products have been reduced 
about one-thizxd below the 1951-52 season. Prices rcceived by furmers 
are down about 12 percent. Cash receipts in the first half of this 
year were about 6 percent lower than last year, inasmuch as farm market- 
lugs were heavier, 

With higher incomes prevailing in most parts of tne economy 
and cash farm incomes sustained fairly well by increased production, re- 
tail sales wei‘e near’ record levels, 7 percent above 1952. Inventories, 
which increased at the abnormally high annual rate of :38.5 billion a 
year during the fourth quarter of 1952, slowed down to a rate of 2.9 
billion in the first quarter of this year, but again increased in the 
second quarter to a rate of y&.8 billion per year. Most of the accuiuula- 
tion in recent months occurred in durables although non-durables inventories 


increased significantly in the second quarter, 





Estimates of gross national product for the second quarter of 
1953 are at an all-time high of about 33372 billion. ‘the Federal Reserve 


joard's Index of indusirial production was maintained during the second 


quarter at 241, only slightly below the postwar monthly high of 23 


recorded in March of this year, althovgh this is still higher than at 
any time since 195. 

Construction operations were at a seasonally adjusted monthly 
rate of 42.9 billion in June, near the highest level ever recorded. 

Public construction outlays were about 5 percent above a year earlier, 
while private construction work was up ll percent. Housing starts by 

June had declined from a seasonally adjusted annual rate of about 1,215,000 
in February and March to about 1,063,000, which was fractionally above 

June a year ago. Contract awards for public construction rose about 10 
percent in the second quarter, suggesting a lar;e volume of public build- 
ing in the second half, 

Federal expenditures at a level of 474.6 billion for the fiscal 
year ending June 30, 1953 have provided an expansionary force as receipts 
fell short of outlays by 94k billion. Defense spending in the second 
quarter was running at an annual rate of about $53 billion, only slightly 


lower than was anticipated at the beginning of the year, 





TH? AEMAINDER OF 1953 


While much of the post-Korean inflationary force has gone out 
of the economy, it seems clear that there are enough expansionary forces 
left to assure that the economy will continue to operate at a high level 
for at least the remainder of the calendar year 1953, 

the Federal Government deficit is expected to be about 33.8 
billion in fiscal 1954,and because of seasonal tax patterns under the 
Mills plan will be substantially greater during the first half of the 
fiscal year than for the fiscal year as a whole--perhaps 910 billion. 
this will necessitate Federal borrowing at a time when funds are nor- 
mallv in high seasonal demand for private business expansion, 

krivate investment plans for the months ahead continue to 
keep pace with the actual rate of investment of the past six months; 
even i* investment declines somewhat in the fourth quarter, it still 
promises to be high, 

Although stoc:s of many ;oo:s in the hands of consumers have 
been replenished and the merchandising pipelines filled, consumer demand 


can be expected to hold up well during this period on the basis of 


present levels of employment and income. The larce amount of liquid 


savings in the hands of consumers will tend to bolster consumer demand. 
Real estate and consumer credit, while high in relation to disposable 
income, does not appear out of line in view of the high rate of con- 
suier savings. 

While the over-all outlook for the next few months is good, 


this does not preclude the possibility that adjustments of one type or 





other will take place affecting particular industries or areas. The case 
of agriculture, where carry-overs and reduced unit prices have brought 
about a 5 percent reduction in farm income, while disquieting, may be 
taken from present evidence as typical of such readjustments which have 
already overtaken the textile, leather and coal industries. Agricultural 
economists agree that the present slump in agriculture is not likely to 
precipitate a general depression. On the other hand, agricultural income 
is particularly susceptible to conditions elsewhere in the economy so 
that any worsening of general conditions might well react unfavorably on 


agriculture itself, 


LONG-RUN SUSTAINING FORCES 


A series of studies, beginning with this Committee's staff report 


Qn 


of last fall on The Sustaining Economic Forces Ahead, have spelled out the 


factors upon which a strong and healthy economy can be built in the next 
1/ 
decade, These studies were careful to point out that there is no guaran- 


tee that such factors will combine to reach this goal although there are 
built into both the private and public sectors of the economy an increasing 


number of institutional bulwarks which will help. 


1/ Joint Cownittee Print, The Sustaining Economic Forces Ahead, Materials 

~ prepared for the Joint Committee on the Economic Report, 82nd Congress, 
end session. See also, Markets After Defense Expansion, U.S. Depart- 
ment of Commerce, ‘/ashington, D. C., December 1952; A Program for 
Expanding Jobs and Production, Report of the Committee on Economic 
Policy, U. S. chamber of Commerce, \lashington, D, C., June 1953; 
Maintaining Prosperity, Committee on Economic Policy, Congress of 
Industrial Organizations, Washington, D, C,, June 1953; and The 
American Ee nomy in 1960, Staff Report, National Planning Associa- 
tion, Washington, D. C., December 1952. 





The major sustaining forces which are seen ahead may be sum- 
marized: (1) the additional output to provide even present per capita 


living standards to about 15 million additional people between now and 


1960; (2) the continued high levels of investment in plant and equipment 


to meet growing consumer demands; (3) the backlog of highways, schools, 
hospitals, and other public facilities which must be constructed if we 
are to maintain even the minimum level of seivices the average citizen 
considers acceptable; and (4) the improved position of consumers who, 

in spite of price increases, still have a significant portion of their 
income to spend or save above what would be required to meet their basic 
living costs. 

A factor which is much more difficult to measure but equally im- 
portant is the characteristic determination of the average American citizen 
to set for himself a constantly improving standard of living. It provides 
the stimulus for the development of new and improved products and better 
ways of making them, and for constantly improving private and public 


services, 


WKCONCMIC CHANGES IN THE YEARS BETWEEN 
In spite of confident prediction res,;ecting the immediate 
future and the existence of these long-range factors favorable to eco- 
nomic growth, there is concern over the nature and extent of the economic 
adjustments which might be required in the next two or three years. The 
directions and magnitudes of the changes possible in such a period are, 


needless to say, extremely varied as well as unpredictable. 





Changes in Government accounts 

Present plans, unless affected by shifts in international con- 
ditions, seem pointed toward holding Government expenditures to $72.1 
billion for fiscal 1954 and to achieving further reductions in succeeding 
years--perhaps to \{66 billion for fiscal 1955. This would mean a reduction 
in Governnent demand upon the economy in tne amount of perhaps 8 billion 
over the next two years if we assume that we can reach the $66 billion 
level some time in fiscal 1955, At the same time, tne denand for goods 
and services by State and local governments is likely to continue to rise 
under the influence of the large backlog for local public works and needed 
services for a growing population, possibly as much as one-half a billion 
to one billion dollars a year in constant prices. 

Any depressive effect resulting from a reduction in the Federal 
demand for goods and services will, moreover, be substantially, perhaps 
fully, offset by the stimulating effects of reductions in Federal taxes 
which now seem in prospect beginning January 1, 195). Unless business 
activity rises sharply, the scheduled reductions in rates alnost cer- 
tainly mean that the Federal budget will continue to show a deficit for 
several nonths. Those who would predict declines in business activity 
over the next year and a half to two years as a result of declining 
Govermment demand must not overlook the compensatory effects of probable 


increases in State and local gove: mient expenditures. 


Unbalances between rates of savings and investment 


Surveys of private investment intentions made by SEC, the De- 
partment of Commerce, and iicGraw-Hill Publishing Company indicate that at 


the end of calendar 195) the rate of investment in private domestic 





industrial plant and equipment might be down about $6 billion or 7 billion 
per year, which would bring the rate down from current record levels to 

the level which prevailed in 1948. Including a possible decline in 
resideutial construction and inventory build-up, the decline in the annual 
rate of "investment" may be in the neighborhood of 12 billion. Statements 
on business intentions for periods far ahead must, of course, be viewed 
with caution. In recent years actual expenditures have tended to outrun 
plans and predictions but we have no assurance that this will continue to 
be the case in the event of any general slackening of economic pace, 

Personal net savings have averaged between 7 and 8 percent of 

sable personal income for over two years, Such a rate was attained 

usly only during war years and must perhaps be regarded as excessive 
cover the long run, especially as large portions are being retained in the 
fori of liguid funds. Continuation of disposable personal income at 
recent levels, coupled with a persistent disposition to save, would supply 
personal net savings of between $15 and S20 billion per year. Based on 


present profit and dividend rates, corporations may retain about 410 billion 


per year, while depreciation reserves (including both corporations and un- 


incorporated business) may amount to as much as $30 billion per year, 
Personal and corporate savings of, say, $25 billions, plus reinvestment 

of the depreciation allowances, thus seen ample to support private domestic 
investment at recent levels of $58 to $61 billion. The unbalance most likely 
and most disturbing if we have a down-turn in the rate of national 


security expenditure is that private investment may fall to a point 





where it fails to make full use of the available savings. Such an un- 
balance would, of course, contribute further to the deflationary ten- 


i os 
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Umalances in snveptory stocks 

In the short run the aspect of investment which is particularly 
inportant to economic stability is the tendency at one time to an overly- 
optimistic accumulation of inventories or at another time the overly- 
pessimistic liquidation of inventories, which alternately carry stocks too 
high or too low relative to existing and prospective rates of demand and 
general economic activity, This type of unbalance includes not only the 
familiar case of varying business inventories as related to sales, such 

proved depressive in 1949, but the case of excessive accumulation (or 
liquidation) of consumer stocks of durable goods or housing. 

Business inventories now are at a high level but, with the ex- 
ception of some non-automotive consumer durable goods, not unduly so in 
relation to present levels of sales, Substantial inventories of agri- 
cultural products have, however, been accumulating, particularly in the 
stocks held by the Comnodity Credit Corporation, Purchases of soft 
goods have, with few exceptions, about balanced production for the past 


eight months, ‘hile purchases of consumers durable goods so far this 


year have been "strong," the pipelines of distribution are now relatively 


full so that there have been net additions to dealers!’ stocks in certain 
lines of goods, Some of this increase, it appears, may have been deliberate 
in anticipation of larger sales, change-overs, or other interruptions 


in production, 





Unbalances between prices or prices and costs 
Adjustments of market prices to higher cost levels or to changes 
in production facilities or methods occurring after World War II and since 
Korea have already been made in most lines, As evidence, one may observe 
that with the exception of farm products and food, wholesale prices of 
other commodities, taken as a whole, have shown little variation in the 
last year, Consumer prices have been particularly stable for nearly 
nine months. The effect of recent increases in the price of steel and 
some other basic commodities has yet to be fully reflected through the 
econoiny but there is some evidence that competition will require in- 
dustries to absorb much of this increase before it reaches the consumer, 
How successfully this can be done, with the help of increased productivity 
and continued high levels of operation, will be a key factor in achieving 


economic stability and growth, 


Changes in foreign demand 
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At present falling foreign demand is of particular importance 
in agriculture, Exports of comestic farm products are now well below the 
high levels reached during and following World War II. Dollar shortages 
combined with recovery of agricultural production in other countries 
imply a continuation of these recent lower levels of farm exports, As a 
result of the dominant role which the United States has come to occupy in 


the world economy, conditions in this country are themselves largely 


controlling in establishing the levels of foreign demand. 





THE OVER-ALL ECONOMIC OUTLOOK FOR THE 


Though a listing of the possible areas of threatening un- 
balances is far from conclusive, there seem to be supporting forces 
witnin the economy as well as others which may be moving down. On the 
face of things, none of these forces seem either formidable or power- 
fully controlling. Not caution, but analysis of the facts, drives us, 
therefore, to the seeiningly dull and unexciting conclusion that, 
economically, the possibilities for the next two or three years are 
likely to be either in the direction of stability or slight rises such 
as have prevailed for the last two years, or, at worst, something of a 

1/ 
rather mild and selective decline. 

shis, of course, does not rule out the possibility that private 
and public policies might bring about unbalances of such magnitude or 
cumulative force that they can be relieved only by a severe and sharp down- 
turn in business activity. but if private business, for example, pursues 
an inventory anc investment policy designed to stimulate jobs, markets, 


and production, if credit conditions are maintained in a sound ratio to 
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1/ The type of decline in prospect inevitably suggests comparison, as 

~ to magnitude and selectivity, to the so-called decline of 1949, 
c*ffering, of course, as to specific industries and areas affected. 
liindful of the erroneous conclusion which might be drawn from 
drawing parallels, the Staff of the Joint Committee on the Feonomic 
keport has analyzed the 1949 adjustment in some detail, This 
description of the 19:9 adjustment is presented in an attached 
appendix, 





the needs of a growing but stable economy, and if there are no antici- 
patory speculative movements to upset our price-cost and debt structure 
more than is evident now, then it would seem there is little cause to 
fear a severe set-back during the years between, 

Reenforcing this assessment of the possibilities is the fact 
that the best evidence we have seems to indicate that our stocks of 
residential property and of business investment goods are not now ex- 
cessive in relation to our present and rapidly-growing population and to 
present real incomes per capita. Vacancy rates in residential structures 
are not near the levels at which previous severe down-turns occurred and 
present capacity of industrial plant and equipment does not seem out of 
line with the long-term secular rate of growth relative to the size 

population, the labor force, real incomes, and Goverment demands. 
Business investment will, moreover, be supported for some time to come 
by the continued rise in the level of capital expenditures needed for 
modernization of old plant and equipment under the pressure of cost 


factors which render equipment obsolete short of its normal span of 


life, Opportunities for capital investment, employment and profits 


in new product fields are inestimably large, we may be sure, 


OTTCY AND SPRATR “YT, NUATNING @YARIT.T 
OLICY AND STRATEGY FOR MAINTAINING STAB: LITY 


Stratezy and tools for a mild and 
selective decline 
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If the foregoing analysis of economic expectations proves cor- 
rect and the adjustment to a reduced level of defense expenditure leads 


to nothing worse than a mild but selective decline in economic activity, 





it would appear that governmental economic policy may be limited to 
dependence upon the so-called built-in "automatic stabilizers" and 

to corrective actions in the realm of monetary and fiscal policy. 
‘hile cautioning again against the danger of concluding too much about 
the future from tne experience of 1949, we can find reassurance in the 
evidence that in the 1949 instance action of this type was quite 


effective in restoring the economy to equilibrium wien recession 


1/ 


threatened, 

This would mean that, for keeping the economy on a reasonably 
even keel, chief reliance would be placedon (1) "automatic stabilizers" 
such as unemployment compensation, agricultural price supports, re- 
luced tax collections as corporate and personal incomes fall, etc.; 

(2) a shift in monetary policy in tne direction of easier credit 
through open market operations or reduced reserve requirements; 
(3) repeal of business-dampening, wartime excise taxes; (h) easing of 


the budgetary and policy restrictions which nave called for postpone- 


e 


ment of needed Federal, State and municipal construction during "boom" 
conditions; (S) special relief policies for areas of chronic or unusual 


distress. 
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1/ See the description of the 1949 experience in the accompanying 
appendix, 





Strategy and tools for an intermediate 


but general decline — 


if’ it becomes apparent that a more severe decline, spreading 
generally throughout the economy, is in the making, or if it becomes 
evident that the mild down-turn is being aggravated into a more 
general dowm-turn, a shift to more active policy would become desirable, 

All of the implements outlined above should, of course, be 
used, In addition, a special effort should be given (1) to accelerating 
public works of a essential and beneficial character, and (2) to making 
further reductions in tax rates in such manner as to encourage conswiption 
and investment. kKeductions in individual and corporate income tax rates 
and special tax amortization for capital investment would seem to be 
tirections of special priority. The effectiveness of such policies 
depends not only on making funds available but on the impact which 
they have on the private inclination to spend or to invest the funds 
thus made available, Without detracting frou the inportance of an 
aggressive public works policy, it may be noted that in view of the lag 
between inception and execution of public works, tax adjustment pro- 
erams offer attractive devices for combating any intermediate and 
general down-turn calling for measures going beyond the scope of the 


"automatic" offsets and monetary policy, 





Strategy and tools for the deep, 
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general and spiraling decline 


Unfortunately, it may at some point become evident that busi- 
ness and consumer expectations are becoming extrenely and cumulatively 
pessimistic; that investment and consumption are falling downward in 
an accelerating spiral, threatening deeper and more pro).onged depression. 
Our best protection against such depression is to have stopped the 
disease in its early stages; to have recognizcd end acted promptly 
during the selective phase and the more general decline. In any case 
ail the tools and strategy that have been employed for the milder 
declines are still in order, 

Once serious unbalances have developed, many of our tools 
lay provide only ameliorative effects. In jarticular, we run into the 
dile:ma of monetary policy. While a rise in speculation or infla- 
tion may well be stopped by restrictive monetary policy, investment 
and consumption cannot be similarly assured during a decline by liberal 
monetary policy calculated to turn the tide in the opposite direction, 
Credit can be made more freely available but there is no assurance 
that mere availability and lowered interest rates will of themselves 


encourage the desired expansion, 





in these circumstances, strategy of economic policy may well 


proceed in two directions: (1) Sharp reductions in taxes at the lower 


and ::iddle income levels, particularly where this will encourage con- 


sumption and ameliorate the effects of the down-turn on consumption 
demand, ‘Tax adjustments beyond those already mentioned should aim 
at further encouragement of investment. (2) Lwery effort might be 
expended to throw into the breach against falling demand all of the 
backlog of needed public works that might have been built up during 
the preceding prosperity. ven beyond this it might well be desirable 
to anticipate needs somewhat at the lower costs of the depressed 
period, The danger, of course, is that in the process the public 
works may degenerate into the kind of make-work projects which have 
ittle stimlative value and sccial return, A further danger is 
that they may proceed in the direction of investment in facilities 
that normally would be built by private enterprise and thus wuld 
discourage the recovery of private investment which is essential to 


a sustained recovery. 





CONCLUSION 


‘rom the brief preceding analysis it is evident that so 
far we uave developed tools reasonably adequate for dealing with 


relatively mild or intermeciate types of turns, either upward or 


downvard, ihere is a need for investigation a the strategy 


and tools that are useful in preventing or dealing with extremely 


depressed conditions and cumulative depression influences. About 

the only thing know for sure i hat since our toois are not ade- 
juate, preventive action w1l be a lot cheaper and a lot more success- 
ful than attempts to repair the damage of severe depression (or of 
severe inflation) after it is done. 

Little knowledge exists as to the exact contribution which 
the so-called "automatic stabilizers" can actually make toward restrain- 
ing fluctuations in economic activity. i-cie work is needed, not merely 
in qumtifying the stabilizing effects, if any, of our existing auto- 
matic devices, but also in the direction of devising new flexibilities 
that might be built into the system to increase its tendencies toward 
automatic correction of displacements from a trend of balanced economic 
growth, Tor example, what changes in our tax system, especially in our 
taxation of business enterprise, might contribute in this direction? 


What are the possibilities in the direction of a different tax policy 


on anortization of capital equipment? 





Because of tue special duties and interests of this Committee, 


this statement has concentrated on howpublic policy can be made to 
contribute to economic stability and growth in the years immediately 
ahead, Of more crucial importance will be the actions of private 
business and consumers. Jn the next two or taree years the private 
econcmy may nave tae opportunity for the first time in several 

years to significantly expand its utilization of ,oods and services 
and, indeed, must expand if "maximum employment and production" are 
to be maintained, In view of this possible challenge to the private 
enterprise system and to the objectives of the Employment Act, not 
only Government but private organizations and individual businessiuen 
rust search the cpportunities for, and eradicate obstacles to, main- 
taining or increasing private investment and consumption in the next two 


or three years. 





APPDNDIX 
THE 1949 ECONOMIC ADJUSTMiNT™ 


This appendix presents a brief analysis of the 1949 economic adjust- 
ment, tleasured in terms of unemployment nationally, the 1949 downturn in- 
volved at its low point over four million persons, or about 6.6 percent of the 
total civilian labor force (allowing for seasonal influences). Industrial 


production dropped from 195 to 161 (1935-39 = 100) and gross national product 


fin current dollars / declined from 267.0 billion to :,256,8 billion. Over 


three-quarters of the decline in gross national product was accounted for by 
a shift from accumulation to liquidation of inventories, with the remainder 
coming from some decline in other forms of private domestic investment, and in 
“oreicn trade, 

lartially offsetting these declines were increases in government pur- 


chases of goods and services, particularly State and local, and a rise in 
personal consumption expenditures as individual consumers were willing to re- 
duce their savings to continue their high level of purchases. kKesidential 
construction remained hi,h as underlying demand for homes was stimulated by 
piice and cost reductions plus tne continuing pressure of rapid growth in 
population, Accumulated liquid assets together with increased payments for 
unemployment compensation and farm price supports enabled both consumers and 
business to sustain demand even in the face of the drop in income, 

The existing programs of government demonstrated their ability under 
these circumstances of strong underlying demand to prevent a necessary adjust- 
ment in prices and production from spiraling into a general depression, ‘The 
"automatic" stabilizers of unemployment insurance, old-age insurance, agricul- 
tural price supports, bank-deposit insurance, etc., coupled with a shift to an 


ageressively expansive credit policy and an increase in public works to try 





to meet some accumulated deficiencies, precluded the need for any comprehensive 


program of direct action by government, 


he sequence of events leading up to 
out of the 1949 e economic > adjustmer it 


aching 


zy the peak 
The period from late 195 to the peak in 198 was characterized by 
a rapid rise in employment, production, private investment, with somewhat milder 
increases in average weekly hours as the economy recovered from the sudden 
sharp cutback in military spending in 1945 and strove to make good the shortages 
o 


of investment and consumer goods created during the war and to meet current de- 


mands arising out of higher postwar levels of incomes and population, 
2 rrices rose sharply as the full impact of pent-up purchasing power 
sceding years was felt on the price and wage structure, 

Interest rates, both short- and long-term, moved gradually upward 
from the early part of 1946 through 191:7 and in 1948 remained stable except 
bank rates on short-term loans, rates on ‘treasury 3ills, and open marie t rates 
on li~6 month commercial paper--which had been artificially maintained at 
extremely low levels during the war to facilitate Treasury financing. 

lh, ‘Throughout this period,prior to the peak,Federal Reserve System's 
monetary policy tended to be mildly restrictive although the restrictive 
actions were o fset by the continucd furnishing of finds to the market through 


support of government bonds at par, 





B. The peak 
1. ‘the peak appears to have been reached first in prices of common 
stocks in the week ending June 1, 196, followed by the parity ratio of 
received to prices paid by farmers in liarch 197. 
the next major factor to turn down was net foreign investment 
which reached its peak in the second quarter of 1947 at an annual rate of 
LO billion per year, 

3. Average weexly hours in manufacturing reached their peak in 


Deceulber 19:7 at 41,3 hours per week. /‘the timing of this peak might 


9e suifted if seasonal factors could ve completely analyzed./ 
4. ‘rices began to hit their peaks starting with prices received 
rs in January 198 and other prices following throughout that 
year with average consumer prices being the last, although prices of 


housing, transportation, and medical care rose throughout tne recession 


without serious interruption, 


5. Employment, production, and private investment, successively, 


reached t.eir peais during tne third and fourth quarters of 19408 with the 


4 


exception of the production of nondurable goous, which apparently reached 
its peak in February 1910. 
Interest rates reached their peaks at various times between 
December 1947 and June 1949, but levels remained low compared to previous 
periods of prosperity. 
7. Federal .overnment purchases of goods and services declined 


after the second quarter of 19,9 but expenditures of State and local 


governments continued to increase throughout the readjustment period, 





C. The recession 

1. Consumer expenditures, particularly consumer durable goods, 
reacied their lowest point in the first quarter of 199 and increased in 
both current and constant dollars thereafter, 

Production of consumer durable goods reached their low early 
in January 1949, and other sectors of production between July and October. 

3. New private construction reached its low in the second quarter 
of 1949, producers' curable equipment and the net change in business in- 
ventories in the fourth quarter, while net foreign investment did not reach 
its low point until the third quarter of 1950, 

4, On a seasonally adjusted basis, total employment reached a low 
in July 199, as did nonagricultural employment, Agricultural employment, 
infiuenced by a secular snift to other industries, reached iis low in 
October 1949 and this, combined with the rising labor force postponed the 
maximum point of unemployment until January 1950, some six months after 
employment hac started to rise, Average weekly hours turned up from a 
low in April 1949, three months before employment, 

5. rrices of common stocks reached their low in the week ending 
June 1, 1949, while other prices started to turn at various times between 
July 194.9 and July 1950, ‘The general index of wholesale prices ceased 


declining in December 19)9--consumer prices in February 1950, Interest 


rates, as is usual, tended to be among the last series to turn upwards again 


in 1990, 

6. Federal Government expenditures reached their low in the second 
juarter of 1950, while,due to reduction in revenues, tne highest monthly 
casi deficit was reached in April 1950, State and local expenditures con- 


tinued to rise throughout the period, 





hecovery accentuated by anticipated and 


actual defense spen ing 


1. By the early spring of 1950 the recovery that had started about 


the middle of 1949 was well under way with only net foreign investment, 


Federel Government expenditures, interest rates, and a few consumer prices 
still snowing declines. After the invasion of Korea in June 1950 the pace of 
the recovery was accelerated by the new pattern of economic change based on 
defense spending. 

ee Nonagricultural ewployment has shown an almost continuous rise 
with the most recent reports showing either continued increases or stability. 
Average weekly hours continue near their post-Korea peak while unemployment 
continues so far to set new postwar record lows for each particular month, 

(n the other hand, prices reached their post-19l9 peak in the 
wholesale markets, both agricultural and nonagricultural, between February 
and iiarch 1951, Consumer prices reached temporary peaks at various times 
between July and December 1952--with tue "all items" index stable within 
a narrow range since August 1952. Prices of common stocks reached a peak 


in the week ending January 


3, 1953, and have since been irregularly lower, 

lie Total consumer expenditures still register increases. 

Sc. The post-Korean peaks were reached in expansion of inventories 
in the second quarter of 1951 and in net foreign investment in the fourth 
quarter of 1951, while producers' durable equipnent and new construction 
combined continue to push irregularly towards new peaks, 

6, Government expenditures, both Federal and State and local, have 
continued to increase, although the rise in Federal expenditures has been due 
solely to the national security programs, 

7. Interest rates have continued to rise with some fluctuations since 


the 1949-50 lows reached between January and December 1950, 





The magnitudes involved 

1. From the fourth quarter of 1948 to the fourth quarter of 199 
sross national product declined in current dollars by .10,.2 billion--from 
267.0 billion to ,256.8 billion, 

e. this decline of 310.2 billion in gross national product came 
about through a decline of 12.6 billion in the rate of change in inventories 
from an accumulation of $7.2 billion per year to a liquidation of $5.) 
billion, accompanied by a decline of 32.1 billion in other private investment, 
and of 1.7 billion in net foreign investment, making a total decline of 
16.4 billion. hese declines were partially offset by increases amounting 
to .j6,2 billion, consisting of .3.2 billion in personal consumption expendi- 

nd 23 billion in Government (mostly State and local) purchases of 

the personal sector it is apparent that consumers as a group 
increased expenditures by $3.2 billion per year in the face of a reduction 
in disposable personal income of $5,9 billion ver year by reducing the cur- 
rent rate of savings to the extent of 49.1 billion per year, 

lu. These ficures indicate that the major movement of the 1949 adjust- 
ment was in the inventory-price aspect of the economy and that the under- 


lying private demand for fixed investmentgoods and for consumer goods was 


so strong that the inventory readjustment had only a relatively small and 


temporary effect upon the economy at large. 





Ii. Government policy in the economic adjustment of 199 
A. Monetary 

1. The Federal Reserve policy has been characterized by itself in 
the Patman investigation as tending to be restrictive up through the actions 
of September 1948 at which time the Board reimposed selective regulations on 
instalment credit for durable consumer goods, dowever, such restrictive 
actions only neutralized in whole or in part the expansionary forces result- 
ing from Federal Reserve support of Government bonds at par, 

2. Slight expansionary action was taken in March 1949 when the margin 
requirements were reduced from 75 percent to 50 percent of the market value 
of stock and more importantly in March and April when consumer instalment 
credit terms were liberalized (controls expired June 30, 199). 

3. Between liay and September 1949, by gradual steps, reserve re- 
quirenents were reduced by four percentage points on demand deposits and two 
and one-half percentage points on time de,osits. From January to September 
1949 open market operations gradually became more acgressively expansive, 

This policy was reversed partially between November 1949 and June 1950, 
Thus, until several months after the peak in some sensitive ecmanic 
Federal keserve policy continued to tend towards such restrictive 
measures as could be taken while still supporting Government securities, 
Thus, prices had been declining from various periods ranging from five months 
to a year before any deliberate credit easing was undertaken. This experience 
illustrates avain the serious difficulties faced by public as well as private 
economic policy officials as long as economic information and forecasting 
techniques remain inadequate, and so long as available economic data lag so 
far behind actual events. Thus, the data showing the turn in aggregate em- 


ployment, production and gross national product were not available until 


February or later in 19h9. 





Be The "automatic" and other stabilizers 
Expenditures from unemployment trust funds began to rise 
appreciably at the end of 1948 and reached their peak rates in the first 
quarter of 1950, declining rapidly by the second quarter of that year, 

2. Agricultural aids increased by almost $2 billion per year be- 
tween early 1948 and the fall of 199, 

3. Federal tax receipts fell from 1948 to late 199 as economic 
activity declined, but undoubtedly a part of the fail can be attributed to 
the postwar cut in tax rates effective in 198 rather than to the "automatic" 
flexibility of the tax structure. Budget receipts were a,ain rising by mid- 
1950. On an annual rate basis the drop in revenue at its greatest was 
equivalent to a rate of between »l billion and 


SS billion per year including 


(a 


o 


the effects of tiie tax cut of 19);8, 

4. In the spring of 1950, after recovery was under way in most 
sectors of the economy, back dividends of about 42 billion were paid out 
by the Federal National Service Life Insurance fund, This action con- 
tributed to the recovery already under way by early 1950 though its exact 
influence is hard to determine, 


5. Existing housing legislation encouraged, through credit in- 


surance, a continuation of the previous (pre-1949) rising trend of resi- 


dential construction, ‘this effect was particularly significant in the 


rental housing field. 





lil, Strategic factors in the economic adjustment of 199 
A. Depressing factors 

1. ‘the period immediately preceding 1949 was one of sharp upward 
adjustments of inventories, both consumer and business, from the low levels 
fixed by wartine restraints which existed up to 1945. The price rise 
following decontrol in mid-1946 was so rapid that there was some tendency 
for price increases to go beyond those warranted by existing income and cost 
structures while speculation carried inventory increases to excess. These 
excessive price and inventory movements required readjustment and contributed 

declines in prices and production in 1918-9. Out of the total de- 
clines in private expenditures between the fourth quarter of 198 and the 
fourth quarter of 1949, about 77 percent was due to the shift from inventory 
accumulation to inventory liquidation, 

Net foreign investment had been unusually high in 196 and 
1947 and the subsequent decline exerted some depressing influences which 
contributed to the recession, 
Some tightening of interest rates and a credit policy by the 

Federal Keserve intended to be as restrictive as possible as an offset to 
existing inflationary tendencies may have acted to reenforce the downturn, 
since this tendency of credit policy was not reversed and active expansive 


measures undertaken until after the downturn was well under way. 


B. Supporting factors 
1. The underlying demand for residential construction was high 
through this period. Total private residential nonfarm construction was 
only slightly lower in 1949 than in 1948 in dollar teris, The physical 


volume in the two years was the same but the number of nonfarm units started 


was larger in 199--1,025,100 as compared to 931,600 in 19) 8. 
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2. Private domestic investment, including private new construction 


and producers durable equipment but excluding change in business inventories, 


declined by only about 42 billion between 198 and 1949. Thus the strong 
underlying demand for private investment prevented the dowmturn from being 
severe, 

3. Personal consumption expenditures rose in real terms as well 
as in current dollars with consumers reducing personal savings by an annual 
rate of about y9 billion a year, This may perhaps be attributed in large 
part to the extremely strong demand for services and consumer durable goods, 
the latter demand in part being influenced by some remaining deferred demands-- 
particularly automobiles, 

i. The automatic stabilizers contributed to a reversal of the Federal 
Government budgetary position from cash surplus to deficit and State and 
local expenditures, particularly for needed public works, continued in a 
steady rise. ‘these changes contributed to a continued increase in Govern- 
ment stimulus to the economy on the expenditure side and a reduction in the 
restraints on the revenue side throughout the recession. 

5. The continued rapid growth in population, the continued effects 
of the large population increase that had oceurred since 190, and a high 
rate of family formation created a sustained and rising level of real demand 
which consumers and investors were ahle to make effective, 

6. The unusually liquid position of both consumers and business 
enabled them to sustain demand in both consumer and investment goods even 
in the face of moderate income reductions, 

7e A rapid reversal of such Federal Reserve policies as were 
restrictive was made from January through September 199, 

8, Some industries had already, prior to 1949, experienced a postwar 
readjustment in both private inventories and production so that the adjust- 


ment of 1949 did not spread to all industries. 





IV. Unemployment, nationally, and in major industrial areas, 
November 191\8 to January 1953 


1. Unemployment, nationally, moved from a low of 1,8 imillion in 


November 1948 to about ).1 million in July 1949 and 4.7 million in February 


If allowance is made for seasonal factors, the heaviest unemployment 
was about at the turn between 1949 and 1950, By May 1950 unemployment was 
again down to about 3 million and has continued to fall since. The question 
Limediately arises whether such adjustments are nationwide or whether they 
are confined to certain areas and industries. As part of a regular program 
of appraising labor market conditions, the Department of Labor through its 
Burcau of Employment Security classifies major industrial areas in the Nation 
at vimonthly intervals according to the relative adequacy of labor supply. 
The unemployment experience in 1948, 1949, and early 1950 in one hundred of 
these areas, which included the heaviest populated in the Nation, is sun- 
marized in the attached tables. Data are also given for key periods through 


January 1953. The following classification codes are used in the analysis: 
2 g 


ihen Ratio of 


Unemz-lLoyment 
to Labor Force Narrative Description 
Was J of Classification Code 
Under 3 percent Tight or balance labor supply 
3.0 to 9% Slight labor surplus 
5.0 to 6.9% 0 Moderate labor surplus 
7.0 to 11.9% D Substantial labor surplus 
12.0 and over i Very substantial labor surplus 





30. 
2. In November 1948 when unemployment nationally had reached a low 


of 1.8 million and when we were at or near the peak of industrial prosperity 


before the 1949 readjustment, there were still nine labor market areas which 
showed —— labor surplus and one with a very substantial labor 
aa 

3. In January 1949 when a greater than seasonal increase in un- 
employment occurred, ten additional areas developed substantial labor sur- 
pluses and four shifted to a very substantial labor surplus--even though the 
national level changed only moderately. For the most part, these were areas 
in which unemployment had been a problem for some time. Neither the high 
level economic activities after World War II or defense production in con- 
nection with Korea had been sufficient to absorb labor surpluses which had 
developed over the vears. The effects of such "hard cores" of unemployment 
are guick to show up when nationwide employment declines even on a minor 
scale. For the most part, these areas were found in regions with coal or 
metal mining or other extractive industries and in northeast regions domi- 
nated by textiles, shoes, or similar consumer nondurable goods manufactures. 

4, In January 1950 at the point of greatest unemployment, 85 of the 
100 major areas showed at least a moderate labor surplus and 51 had a ratio 
of unemployment to labor force of between 7 and 12 percent and 13 above 12 
percent. These 51 areas contain nearly two-thirds of the total population in 


2/ 
all of the 100 areas. 


1/ It is, of course, not possible on the basis of such a brief analysis 

" to conclude how nearly any current readjustments would follow the 
same regional or industrial pattern as in 1949. It is interesting 
to note, however, that the only two areas left in the D classifica- 
tion in November 1952 were two areas which were classified D and E 
in November 1948. 


2/ The 100 areas account for roughly half of the total U. S. population. 
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Theories with respect to this adjustment held by various economists 
business men and others, as "summarized by the Coumittee — staff. 


January, 1949 


As postwar inflationary forces leveled off, the primary 
concern was whether or not measures instituted to curb 
inflation would bring on harmful deflation. There was 
some decline in backlogs end only a few companies reported 
an increase in new orders but the general expectation 
still was for a good year with some possibility of diffi- 
culties near the end. This rare was based on confidence 
in the defenses erected against d epression ~~ unemployment 
insurance, old-age insurance, bank deposit insurance, 
agricultural price supports -- and thet the American pub- 
lic had far more cash and licuid assets than it had ever 
had before. No one, however, pence the possibility 
of moderate fluctuetions as necessary a to be expected 
in a free economy. 


y 


the existence of a "re eadjustment® was now recognized by 
li but there was Jittle demand for direct intervention 
~ government except in some areas where economic distress 
was most keenly felt. Licuidation of inventories had not 
reached distress vroportions and real income of consumers 
had not changed significantly as the drop in prices offset 
a slight decline in personal income. An increase in ex cports 
and a fall-off in imports continued the rising trend in 
the expo.'t surplus which began early in the year. Con- 
erable confidence was feit in the underlying strength 
economy since there had been no speculation spree 
1er securities or commodities, personal indebtedness 
n held to conservative levels and msiness investment 
still high although plens for new investment were being 
made with cautio. Unemployment SNOEERONy the old-age retire- 
ment system, and public assistance for needy persons helped to 
maintain purchasing power. Public expenditur es of Federal, 
State, and local governments, ruuning at a rate of close to 
$60 billion, were also recognized as an element of stability. 


January, 1950 


There was widespread feeling by this time that the economy 
had moved through the pveriod of readjustment which had 
been characterized by a sharp drop in industrial produc- 
tion, increased unemployment and shorter hours, lower 
prices, declining inventories, and 4 decline in foreign 
trade. By January 1950 disposable nersonal income which 
had held up through the year, had increased to an all- 
time high, consumer expenditures had risen, and the em- 
ployment and inventory situation had improved. At least 





part of these results were credited to the auto- 
matic stabilizers. Concern was still felt as a result 
of the BAE forecast of a 15 per cent decline in farm 
income, the possibility of a decline in private invest- 
ment, and a continuation of the fall ing-off in foreign 
trade. The outlook for 1950, however, seemed to most 
observers to be good due to the improved inventory 
situation, backlogs of demand for steel accimmlated 
during that year's strike, continued high levels of 
automobile sales, and an unusually high rate of public 
construction contract awards in connection with in- 
creased outlaye by otate and local aes well as the — 
government. Pessimism, or at least skeptici ill 
existed in regard to the possibility of some addit cau 
Vadjustrent" in 1951. 


In retrospect (1953) 


role in the cause of the 1949 economic 
ad tment is now usually assigned to the shift in 
total inventories from a net addition of $9 billion 
in om fourth quarter of 1948 to a net reduction of 
$3 billion in the second quarter of 1949. While this 
ee the flow of goods and services to final pur- 
chasers to be maintained end even increased, it brought 
about a decline in production. The reason for this 
re of the decline in inventory investment is 
arged by some to the change in the price situation, 
erg } pus. more emphasis on weakening consumer 
ho noleted replenishing their 
ted during the war or were 
lower prices. The $2.5 
clin the volume of exports which set 
stert of 1948 is also credited with a sharp 
iary influence -- but a secondary one. 





VI. Recommendations of Subcommittees of 


— = 


The Joint Committee on the Economic Report 


The Joint Committee on the Economic Report had established four subcom- 
mittees which conducted intensive studies over a period which included the low 
point and the recovery during the 1949 readjustment. While these subcommittees 
covered many other phases in their studies their primary concern was with the 
achievenent and maintenance of economic stability, as the following excerpts 
from their findings demonstrate: 


Subcommittee on Unemployment 


The rising trend of unemployment as a problem of national 
significance was brought to the attention of the Congress early 
in 1949, On May 6, 1949, Congress agreed to Senate Concurrent 
Resolution 26, instructing the joint committee to study, among 
other things, "the problem of unemployment trends and their sig- 
nificance in current economic analysis," and to "report to the 
Senate and the House of Representatives not later than December 31, 
1949, the results of its study and investigation, together with such 
recommendations as it may deem advisable." A subcommittee of the 
joint committee was formed on June 20, 1949, to carry out these 
instructions. 


The subcommittee began its investigations at a time when the 
economic situation appeared serious and unemployment was mounting. 
The foremost question was "what immediate emergency action should be 
taken to reverse the rising trend?" As the investigations progressed, 
however, the economic situation improved and the need for emergency 
measures passed. No heerings on unemployment were held. Nevertheless, 
this period of relative stability, but of unknown duration, provided 
an opportune period for reviewing the fundamental causes underlying 
unemployment, causes which, if not treated, may again produce a 
rising unemployment trend. 


eeeeve 


The subcommittee recommends that study be given immediately to 
the problem of providing, on a regular basis, regional and area in- 
formation on the volume of total unemployment. 


Convinced of the wisdom of advanced planning of public works 
as a precautionary measure against serious economic downturn, the 
subcommittee recommends that special study should be given to the 
problem of developing useful projects for non-construction workers. 


In order to promote continued economic growth the subcommittee 
recommends that serious attention be given the possibility of further 
study in the fiele of regional development. 





Subcommittee on Monetary, Credit, and Fiscal Policies 


-e- We recommend that Federal fiscal policies be such as not 
only to avoid aggravating economic instability but also to make a 
positive end important contribution to stabilization, at the same 
time promoting equity and incentives in taxation and economy in 
expenditures. ... A policy that will contribute to stability must 
produce a surplus of revenues over expenditures in periods of high 
prosperity and comparatively full employment and a surplus of ex- 
penditures over revenues in periods of deflation and abnormally 
high unemployment. Such a policy must, however, be based on a 
recognition that there are limits to the effectiveness of fiscal 
policy because economic forecasting is highly imperfect at present 
and tax and expenditure policies under present procedures are very 
inflexible. 


We recommend that the Joint Committee on the Economic Report 
make an intensive study of the various possible methods of in- 
creasing the flexibility of tax and exvenditure policies in order 
to discover whether and to what extent it is feasible to make these 
instruments more effective for stabilization purposes. 


We recommend that an appropriate, flexible, and vigorous mone- 
tary policy, employed in coordination with fiscal and other policies, 
should be one of the principal methods used to achieve the purposes 
of the Employment Act. Timely flexibility toward easy credit at 
some times and credit restriction at other times is an essential 
characteristic of a monetary policy that will promote economic 
stability rather than instability. ... . 


Subcomnittee on Investnent 


The subcommittee recommends prompt action on the part of 
Governnent to provide aids or supplemental channels for capital 
loans and equity capital to small enterprise. ... 


~.- The subcommittee recomuends an early systematic review 
of present tax laws with special emphasis on their impact on small 
business and on the availability of equity capital generally. The 
present tax system was largely devised to meet the special fiscal 
needs of depression and wartime. Our objective now should be for 
a tax system geared to increased production, to development and 
stabilization of little and local business and the encouragement 
of equity financing. 


Subcommittee on Low-Income Femilies 


We recommend that local communities, private business and 
professional groups, and Federal, State, and local governments 
take all appropriate action to provide opportunities for low- 
income families to become full partners in prosperous American 
communities. Concerted action is required to provide employment 





opportunities for the aged at tasks within their powers, to help 
the disabled regain their productive place in society, to develop 
new industries and employment opportunities in backward regions 
of the country, to give the unskilled worker a chance to improve 
his income and his status, and to provide opportunities for the 
cuildrea of low-income families to develop their capacities by 
suitable education. 


We recommend that the Council of Economic Advisers, the 


mittee on the Economic Report, and other Government agencies 
continue to study the relationship between the distribution of 
income and the stability and progress of the economy as a whole. 
Our investigation has indicated that the low-income group con- 
stitutes a large underdeveloped productive resource and a large 
potential market. Further research is needed to define the size 
and the importance to the whole economy of this reservoir of 
human resources. 


Departnentsof Agriculture, Commerce, and Labor, the Joint Com- 
+ 
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Joint Committee on the Economie Report 


MEMORANDUM 


October 27, 


To: Mr. Jesse P. Wolcott, Chairman 

From: Grover VW. mnaley's staff Director 

Subjects Check List of Major Government Studies and Study Groups 
Vihich May Result in Legislative Proposals Affectin;s 
the Economy. 


++5 
CLE 


As indicated in my August 19 memorandum on Co 


nit 
Staff assignments, several members of the Joint Economic a n= 
ig t 


mittee have expressed interest in having the Staff bring them 
up to date periodically on Government studies or study groups 
authorized or under way in fields which are related to the work 
of the Committee. The attached list, prepared by John Lehman, 
is our first attempt to meet this need. 


We have not tried to include all the current Govern- 
ment studies but only those dealing with problems of a type or 
scale directly affecting over-all economic policy. Nor have 
ve listed the usual analyses that are prepared in connection 
with the regular statistical reports of the government. 


A source for additional information is given for 
each of the studies and commissions covered in the list. 





Check List of Major Government Studies and Study Groups Which 
May Result in Legislative Proposals Affecting the Economy 


AGRICULTURE 


Problems of Farm Price Support Legislation are the subject of a detailed 
inoguiry by the Department of Agriculture among farmers and other agricultural 
leaders. The Secretary of Agriculture has sent letters asking how present 
farm programs could be improved to more than 60 persons at agricultural col- 
leges and research institutions. Major farm organizations have also been 
asked to participate and have solicited opinions from their members on 
present farm price support programs. 


Special study groups have been established within the Department to re- 
view the materials submitted and to organize them for use by the National 
Agricultural Advisory Commission. The results are to be ready for the Com- 
mission this fall. 


Don Paarlberg, Assistant to the 
Secretary 
Code 161, Extension 6275 


The National Agricultural Advisory Commission is an 18-member group 
appointed by the President established to review agricultural policies and 
the administration of farm programs and to make recommendations to the Secre- 
tary of Agriculture for the improvement of such programs. It is a continuing 
group replacing the Interim Agricultural Advisory Committee. The Commission 
is expected to call upon the Department of Agriculture for its staff work and 
special studies. Its first task is to review the resuits of the survey 
described above and make recommendations with respect to current legislation. 


The Commission was authorized by Executive Order No. 10472, July 20, 
1953. To assure better continuity in its work, the terms of five of the 
members appointed will expire on January 31, 1955; five on January 31, 1956; 
and five on January 31, 1957. The executive order stipulates also that the 
membership shall represent the geographic areas of the country, that at 
least 12 members of the Commission must be representative farmers and that 
not more than 9 can be of any one political party. Members appointed to 
date are: William I. Myers, Ithace, New York (Chairman); |. ¥.. Andrews, 
Goldsboro, North Carolina; Delmont L. Chapman, Newport, Michigan; Homer R. 
Davison, Chicago, Illinois; Milo K. Swanton, Madison Wisconsin; Sterling J. 
Swigart, Sidney, Montana; D. . Brooks, Atlanta, Georgia; James Hand, Jr., 
Rolling Ford, Mississippi; Chris Milius, Omaha, Nebraska; Don A. Stevens, 
Corvallis, Oregon; Tom J. Hitch, Columbia, Tennessee; Albert Mitchell, 
Albert, New Mexico; Mrs. Raymond Sayre, Ackworth, Iowa; Jesse i. Tapp, San 
Francisco, California. 


Department of Agriculture Press Service 
Code 161, Extension 6114 
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Hearings on fericuliurs] Policy sre being hel: he principrl 
agricultural regions of the country from Jupust to N Ch-irman Hope 
states that it is the intention of the Comnittec t inte ‘cll phases of the 
presont agriculturel program and eny nev proposals fur solvin;. the problems 
of agriculture. The hearings will be open to farmers cnd others intere sted 
i pig agp The ipal epricultural products will be covered in each 

om in terms of preduction end market outlook, price policy, credit, end 


the Pennsylvenio-New Jersey veretnble- pr Saat 
“a. were  qotunleted in August and ey Heart 1. 
Middle west during October and in the far Dest esrly in * 


s findings are to be used in the formulation of the Legisla 
erem te seater in the coming session of Congress. 


couse Committee on Agriculture, 
eorse di Reid, Jr., Clerk. 


xten n 352. 


ty @ a 


CONOMIC GROWTH AND STABILITY 


An Advisory Board on Economic Growth cni Stebility h-s been established 

to assist the Council of E 
about the state of the nat 
t 


conomic jdvisers in keeping the President informed 
ions] ¢ end the vericus measures necessary 
to aid in maintaining a stable pro The Beard is composed of repre- 
sentatives of the departments ¢ 2& SUI Agriculture, Comaerce, snd Labor, 
the Board of Governors of the Federa serve System, the Bureau of the Budz-et, 
ana the Council of Economic Advisers. Dependi:g upon the issues that co 
under consideration, the representatives of other interested deper 
agencies will be invited to join in the deliberations of the Board. 
Chairmen of the Council of Economic Advisers, is Cheirman of the 
Board on Economic Growth end Stability. 


he Advisory Board was outlined in Reorgénization Plan lio. 

was submitted to the Congress on June 1, 1953. The Board has 
lished an auxiliary staff committee to assist in the preparation of 
materiels in special subject fieids, for consideration in connection 
the President's Reonomic Report. 


Present membership of the Board is Under Secretary Ifarion B. Folsom, 
Treasury Department; Governor A. L. Mills, Jr., of the Federal Reserve System; 
Under Secretary True horse of the Department of Agriculture; Under Secretary 
Walter Williams of the Departisent of Commerce; Leo Werts, Deputy Assistant 
Secretary for Menpower and Fmoloyment of the Depertment of Labor; Assistant 
Director Paul Morrison of the Eureau of the Budget; and Gabriel Hauge, 


hdministrative Assistant to the President. 


her, Secretary 
ension 3157 





FOREIGN ECONOMIC POLICY 


The Foreign Economic Policy Commission is making a comprehensive study 


of the relationship between foreign economic policy and total foreign policy, 
the effect of foreign aid and the defense build-up on international trade, 
the foreign markets of trading nations and the effect on world trade of wars 
end international emerzencies. 


The Commission, which wes authorized by Public Law 215, 83d Congre 
Chapter 348, lst session, is required to meke a report of ite findings en 
recommendations within 60 days after the second regular session of the 83 
Congress is convened. Members of the Commission are: Clarence B. Randall 
(Chairman), Jesse Wi. Tapp, John Hay Whitney, David J. McDonald, Cola G. Parker, 
John H. Williams, Lamar Fleming, Jr., Senators Eugene D. Millikin, Bourke B. 
Hickenlooper, Prescott Bush, Harry Flood Byrd, and Walter F. George; Repre- 
sentatives Daniel A. Reed, Richard li. Simpson, John “Il. Vorys, Jere Cooper, 
and Laurie C. Battle. 


Alfred C. Neal, Director of Research 
Code 176, Extension 3438. 

Charles P. Dake, Administrative Officer 
Code 176, Extension 3458. 


Expansion of Foreipm Investments is being investigated by the Senate 
Banking and Currency Committee through ea series of hearings. The Committee 
is conducting a field study in South America this fall, with particular 
reference to the part played by the Export-Import Bank and the International 
Behk for Reconstruction and Development in the expansion of foreign investment 
and international trade. 


The Comnittee is also seeking edvice from a groun of outstanding authori- 
ties who will act as a citizens advisory committee in developing agenda and 
ways of approech. The study is authorized by S. Res. 25, 83d Congress, ist 
Session, and funds are provided through January 31, 1954. The Committee 
expects to present its first findings by this date. 


Senate Banking and Currency Committee, 
Ira Dixon, Clerk 
Extension 865. 


GOVERNMENT RELATIONSHIPS AND ORGANIZATION 


The Commission on Crranization of the Executive Branch of the Government 
is directed to "study and investigate the present organization and methods of 
operation of all departments, bureaus, agencies, boards, commissions, offices, 
independent establishments and instrumentelities of the government except the 
Judiciary and the Congress of the United States" to determine what changes are 
necessary to "promote economy, efficiency, and improved services in the... 
executive branch of the government." 


The target date for the Commission's report is the end of 1954, but 
studies of some agencies are expected to be completed before then. Study 
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groups are to be established on independent agencies, civil service, accounting, 
budgeting, water and power resources, medical services, lending agencies, sub- 
sistence services, and surplus property use and disposal. 


The Commission was authorized by Public Law 108, 83d Congress, Chapter 184, 
lst session. Its members are: Former President Herbert Hoover, (Chairman), 
Herbert Brownell, Arthur S. Flemming, James A. Farley, Solomon Hollister, 
Robert G. Storey, Joseph P. Kennedy, Sidney A. Mitchell, Senators Homer 
Ferguson and John L. McClellan, and Representatives Clerence J. Brown and 
Chet Holifield. 


John Hollister, Executive Director 
Code 141, Extension 3391. 
Frank Brassor, Executive Secretary 
Code 141, Extension 5383. 


The Commission on Intergovernmental Relations is authorized to (1) make 
a broad study of the proper role of the Federal Government in relation to the 
States and their political subdivisions in the entire field of intergovern- 
mental relations with a view to defining these relations, allocating functions 
to their proper jurisdiction, and adjusting intergovernmental fiscal relations 
so that each level of government discharges the functions which belong within 
its jurisdiction; (2) study and investigate all of the present activities in 
which Federal aid is extended to State and local governments, the inter- 
relationships of the financing of this aid, the sources of financing of 
governmental programs, and problems in the field of intergovernmental tax 
immunities; and (3) determine and report whether there is justification for 
Federal aid in the various fields in which such aid is extended; whether 
there are other fields in which such aid should be extended; whether Federal 
control with respect to these activities should be limited, and, if so, to 
what extent; whether Federal aid should be limited to cases of need; and all 
other matters incident to such Federal aid, including the ability of the 
Federal Government and the States to finance activities of this nature. 


The Commission was authorized by Public Law 109, 83d Congress, Chapter 185, 
lst session. A final report is to be filed before hiarch 1, 1954, after which 
the President is expected to make his recommendations to the Congress. Major 
fields now selected for study are taxation and social security. lembers of 
the Commission are: Clarence E. Manion (Chairman), Governors Allan Shivers 
of Texas, John S. Battle of Virginia, Alfred E. Driscoll of New Jersey, and 
Dan Thornton of Colorado; Marion B. Folsom, Mrs. Oveta Culp Hobby, Val Peterson, 
Senators Robert C. Hendrickson, Andrew F. Schoeppel, Guy Cordon, Clyde Hoey, 
and Hubert H. Humphrey; Representatives Noah M. Mason, James L Dolliver, 

Harold C. Ostertazg, John D. Dingell, and Brooks Hays; John E. Burton, 
Mrs. Alice K. Leopold, Lawrence A. Appley, William Anderson, Samuel H. Jones, 
Charles Henderson, and Clark Kerr. 


Frank £, Jackson, Administrative Officer 
Code 176, Extension 2468. 





HOUSING 
The President's Advisory Comittee on Housing Programs and Policies is a 
citizens' group established to advise the Housin;, Administrator on existing and 
proposed programs and legislation dealing with housing. Subcommittees have 
been established to study housing credit facilities, Federal Housing Ad- 
ministration and Veterans Administration operations, urban redevelopment, 
rehabilitation and conservation, low income housing, and organization of 
federal housing activities. 


The Committee was authorized by Executive Order No. 10486, September 12, 
1953. It is expected to have its first over-all report ready by about 
January 1, 1954. There are 22 members on the Committee, representing industry, 
finance, labor, and professional groups. 


Wi. Hubert Velch, Executive Secretary 
Code 183, Extension 2703. 


RESOURCES 


A Study of Critical Raw Materials by the Senate Committee on Interior and 
Insular Affairs is going into the accessibility of critical raw materials to 
the United States during the time of war end will recommend methods of en- 
couraging developments to assure the availability of supplies of such critical 
raw materials adequate for the expanding economy end the security of the United 
States. Preliminary studies of 38 minerals, 3 fuels, and 30 essential non- 
mineral materials have indicated the need for this study of critical raw 
material sources essential to the industrial plant of the United States, 
particularly in wartime. 


The present study is authorized by Senate Resolution 143, 83d Congress, 
lst session. Funds are now provided to January 5, 1954 for preliminary work. 
The final report is expected to be made not later than January ?, 1955. 


Minerals, hiaterials and Fuels 
Economic Subcommittee, 

George B. Holder, staff member. 
Extension 1231. 


The Industrial Uses of Atomic Energy have been covered in a series of 
hearings completed by the Joint Committee on Atomic Energy. The Committee 
now plans to combine this informetion :ith certain supplementary materials 
which it is gathering for incorporation in a report. The printed hearings 
and Committee report are expected to be available by January 1954. 


A Study of the Parallels between International Control Problems and 
Industrial Control and Developments of Atomic Energy has been prepared, to 
be submitted to the Joint Committee on stomic Energy late this year for 
possible publication after Committee review and approval. The research was 
done by the Legislative Reference Service of the Library of Congress for the 
use of the Committee. 
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A Report on Utilization of Atomic Energy is required from the Atomic 
Energy Commission whenever "in its opinion eny industriel, commercisl, or 
other nonmilitary use has been sufficiently developed to be of practical value." 
The Commission is asked to state all the facts with respect to such use and 
give its estimate of the social, political, economic, and international‘ 
effects therefrom. 


The Joint Committee on Atomic Energy expects to receive a report by 


January 1954. Release of the report will not be decided until that tine. 
The report is authorized by Sec. 7(b) Atomic Energy Act of 1946 (42 U.S.C. 1507). 


Joint Committee on Atomic Energy 
Corbin C. Allardice, Clerk 
Extension 1550. 


TAXATION 


The Revenue Revision Hearings of 1954, which were begun this past sunm- 
mer, are essentially devoted to proposals for improving the organization and 
administration of the tax system. They sre expected to provide the basis in 
Congress for writing the Revenue Bil) of 1954. A Preliminary Digest of 
Suggestions for Internal Revenue Revision has been prepared by the staff of 
the Joint Committee on Internal Revenue Taxation and released as a committee 
print. 

House Ways and .eans Committee, 
Russell Train, Clerk 
Extension 277. 


A Comprehensive Study of the Tax System, which is under way by the 
Treasury Department, parallels to some extent the hearings listed above. 
The study involves a detailed review of the entire tax code end will provide 
the basis for Treasury recommendations in connection with the Revenue Bill 


of 1954. 


Treasury Department, 
Leon M. Siler, Director of Information 
Code 172, Extension 2041. 





